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ONE  CALIFORNIA  STREET 

San  Fha-ncisco 

4I5-9SI-2I56 


The  Honorable  Nathan  B,  Cooper,  Controller 
City  and  County  of  San  Francisco 
San  Francisco,  California 


Dear  Sir: 

We  have  examined  the  balance  sheet  of  the  Port  of  San  Francisco 
as  of  June  30,  1971,  and  the  related  statements  of  income,  changes  in 
resources  and  changes  in  financial  position  for  the  year  then  ended.  Our 
examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records 
and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances . 

The  land  asset  of  the  Port  was  adjusted  upward  in  prior  years 
by  $56,217,720  to  reflect  appraised  values  of  1929  with  some  minor 
subsequent  appraisals,  which  is  a  departure  from  the  generally  accepted 
accounting  principle  of  reporting  such  assets  at  cost.     The  land  asset 
was  relieved  of  $154,517  of  appraised  cost  during  the  current  year  for 
land  taken  under  condemnation  action  by  the  United  States  Government. 

In  our  opinion,  except  for  the  valuation  of  land,  such  financial 
statements  present  fairly  the  financial  position  of  the  Port  of  San  Francisco 
at  June  30,  1971,  and  the  results  of  its  operations,  changes  in  resources 
and  changes  in  financial  position  for  the  year  then  ended,  in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  consistent  basis. 


San  Francisco,  California 
November  8,  1971 


CITY  AND  COUN^ 
PORT  OF 

I 

BALi 
JUNE  30 


iLLITIES 


Property,  Plant  and  Equipment 
Buildings  and  structures 
Equipment 

Franchise  rights  of  way 
Accumulated  depreciation 
Land 

Construction  in  progress 
Interest  during  construction 

Current  Assets 
Cash 

Accounts  receivable  (less  allow 
doubtful  accounts  $124,726  and 
Contracts  receivable 
Interest  receivable 
Port  and  railroad  stores 
Prepaid  insurance 


Restricted  Funds 
Cash 

Capital  outlay 

Bond  interest  and  redemption 

Trust  Funds 
Investments  -  at  cost 

Held  by  Trustee  for  Revenue  B( 

Construction  Funds 


Other  Assets 

Deferred  charges,  work  in  progr( 
Other  deferred  charges 


1971 


1970 


$     68,308,000      $  61,702,000 


438,604 
205,620 
515,745 
,326,480 
,172,347 
,394,000 


7,052,796 


1,832,817 
170,605 
491,808 

1,101,615 
431,920 

2,009,000 

6,037,765 


25,074 


289,352 


178,563 


177,943 


10,289,591 


16,858,503 
2,108,535 
56,063,202 

85,319,831 


10,580,076 


16,156,921 
2,309,111 
56,217,720 

85,263,828 


$  160,884,264      $  153,470,888 


The  accompanying 
part  of  these 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

BALANCE  SHEET 

JUNE  30,   1971  AND  1970 


ASSETS 


1971 


1970 


Prtjperty,  Plant  and  Equipment 
Buildings  and  structures 
Equipment 

Franchise  rights  of  way 
Accunulated  depreciation 
Land 

Construction  in  progress 
Interest  during  construction 

Current  Assets 
Cash 

Acco\ints  receivable  (less  allowance  for 

doubtful  accounts  $124,726  and  $94,996) 
Contracts  receivable 
Interest  receivable 
Port  and  railroad  stores 
Prepaid  insurance 


Restricted  Funds 
Cash 

Capital  outlay 

Bond  interest  and  redemption 
Trust  Funds 
Investments  -  at  cost 

Held  by  Trustee  for  Revenue  Bonds 
Construction  Funds 


Other  Assets 

Deferred  charges,  work  in  progress 
Other  deferred  charges 


76,522,983 
2,548,890 

316,964 
79,388,837 
45,289,473 
34,099,364 
81,263,823 
17,478,222 

586,084 


74,580,435 
2,525,978 
316,964 
77,423,377 
43,523,186 
33,900,191 
80,939,116 
7,925,252 


133,427,493 

122,764,559 

11,250,925 

12,247,751 

1,429,377 

1,410,837 

10,315 

266,408 

40,839 

352,619 

403,235 

409,540 

202,491 

438,832 

13,337,182 

15,125,987 

11,333,071 

4,319,689 

70,661 

651,552 

178,563 

177,943 

2,012,922 

1,206,105 

8,817,875 

13,595,217 

15,173,164 

411,697 

274,328 

112,675 

132,850 

524,372 

407,178 

160,884,264 

$  153,470,888 

The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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LIABILITIES 

1971 

Bonded  debt,  maturing  after  one  year  $     68 ,308 , OOP 


1970 


S  61,702,000 


Current  Liabilities 

Warrants  issued  438,604  1,832,817 

Accrued  wages  205,620  170,605 

Accrued  vacations  515,745  491,808 

Accrued  interest  on  bonds  1,326,480  1,101,615 

Other  accrued  payables  2,172,347  431,920 

Bonded  debt,  maturing  within  one  year  2,394,000  2,009,000 

7,052,796  6,037,765 


Deferred  Revenue 


Trust  Funds  -  deposits 


25,074 


289,352 


178.563 


177.943 


Resources 

Current  Operating  Fund 
Equity  in  property 

Accumulated  earnings  invested 

in  fixed  assets 
Donated  property 
Revaluation  of  property 


10,289,591 


16,858,503 
2,108,535 
56,063,202 

85.319,831 


10,580,076 

16,156,921 
2,309,111 
56,217,720 

85.263,828 


$  160.884.264      $  153.470.888 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

STATEMENT  OF  INCOME 

YEARS  ENDED  JUNE  30,   1971  AND  1970 


1971  1970 


Port  operating  Income  and  services 

Dockage 

$  870 

525 

$  949,625 

Wharfage 

2,573 

,445 

2,722,032 

Demurrage 

287 

,  954 

311,413 

Property  rentals 

5,367 

,231 

5,250,447 

Commercial  power  sales 

680 

321 

634,948 

Services  to  tenants 

113 

,  575 

o  o  c\£Ln 

88 , 067 

Parking  meters 

95 

,190 

99,373 

Equipment  rental 

78 

,  152 

11,715 

Miscellaneous  income 

66 

,199 

66,545 

10,132 

,592 

10,134,165 

Operating  expenses 

2,847 

,124 

2,722,079 

"PoT^f-  mairlf-OT^iiT^r»o 
jTOLL    lUdxlL  L  cllcLLLUc 

/,  no/. 

,  Doy 

9    Q1  1    A9  ^ 

DpnTPP  1  fli"  "i  on    —  hm'1ciinp'<; 

Xj LJ  1-  ^  V—  -L  d  t_  -L  w  1. 1              L/ X  J- J.  Lig  o 

^ind      Q  f"  TUP         TP  Q 

L ,  o'+4 

0  9  Q 

i  ,  J JO , ^ J  / 

1  c    o  1  1  sjnooiio  ovr^oi^ioo 
1  i  X  o  C  c  X  i.  dLIc:  (J  LI  o  cApcLloc 

,  i.  JO 

DU  J.  ,  V\J\} 

Labor  cost  variance 

,  _)  jZ  ) 

Q Q  Q    09  7 

JO  7 , y/  / 

8,979 

,607 

8,185,988 

Income  from  Port  operations 

1,152 

,  985 

1 , 948 , 177 

Belt  railroad 

Income 

266 

,433 

342,808 

Expense 

624 

,483 

635,650 

(358 

050) 

(292,842 

Operating  income 

794 

935 

1,655,335 

Other  income  and  (expense) 

Interest  earned 

1,167 

,930 

1,503,467 

Interest  expense 

(1,815 

,850) 

(2,213,528 

Prior  year's  adjustments 

115,297 

Loss  on  disposal  of  fixed 

assets 

(7 

,718) 

(7,174 

(655. 

638) 

(601,938 

Income  before  extraordinary 

item 

139 

,297 

1,053,397 

Extraordinary  item 

Condemnation  action  -  estimated 

compensation  271 ,800 


Net  income  $        411,097      $  1,053,397 

The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


STATEMENT  OF  CHANGES  IN  RESOURCES 
YEARS  ENDED  JUNE  30,  1971  AND  1970 


Equity  in  Property 


Current  Revaluation 

Operating  Accumulated      Donated  of 

Fund  Earnings          Property  Property 

Balances,  June  30,   1969               $10,981,874  $14,701,726     $1,876,995  $56,217,720 

Changes  year  ended  June  30, 
1970 

Net  income  1,053,397 

Property  donations  750,775 
Adjustment  of  prior  year's 

donations  (79,929) 
Depreciation  charged  to 

donated  surplus  (238,730) 

Equity  in  property                   (1,455,195)  1,455,195,    


Balance,  June  30,  1970  10,580,076      16,156,921      2,309,111  56,217,720 

Changes  year  ended  June  30, 
1971 

Net  income  411,097 
Appraised  value  -  land 
taken  under  condemnation 

action  (154,518) 
Depreciation  charge  to 

donated  surplus  (200,576) 
Equity  in  property  (701,582)  701,582     

Balances,  June  30,  1971  $10,289,591    $16,858,503     $2,108,535  $56,063,202 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


YEAR  ENDED  JUNE  30,  1971 


Working  capital  provided  by 

Income  before  extraordinary  item 
Add  charges  against  earnings  not  affecting 
working  capital 

Depreciation  -  building  and  structures 
Depreciation  -  belt  railroad 
Depreciation  -  equipment 
Amortization  -  franchise  rights  of  way 
Amortization  -  Economic  Survey 
Port  work  in  progress  -  expensed 
Construction  work  in  progress  -  expensed 
Loss  on  retirement  of  fixed  assets 
Reduction  in  deferred  revenue 

Working  capital  provided  from  continuing  operations 
Condemnation  proceeds 

Working  capital  provided  from  operations 
Proceeds  from  issuance  of  long-term  debt 
Proceeds  from  trust  deposits 
Reduction  in  restricted  fund  assets 

Total  working  capital  provided 

Working  capital  used  for 

Acquisition  of  property,  plant  and  equipment 
Construction  in  progress  (including  interest) 
Port  work  in  progress 
Reduction  of  long-term  debt 

Total  working  capital  used 

Decrease  in  working  capital 
Decrease  in  working  capital  consisted  of 
Decrease  (increase)  in  current  assets 
Cash 

Accounts  receivable 
Contracts  receivable 
Interest  receivable 
Port  and  railroad  stores 
Prepaid  insurance 

Increase  (decrease)  in  current  liabilities 
Current  maturity  of  long-term  debt 
Accrued  interest  on  bonds 
Accrued  wages  and  vacations 
Accrued  and  accounts  payable 


$  139,297 


1,644,228 
7,613 
75,042 
7,924 
20,175 
274,328 
20,570 
7,718 
(264,278) 
1,932,617 
271,800 


2,204,417 
9,000,000 
620 

1,577,947 
12,782,984 

41,641 
12,739,482 
411,697 
2,394,000 

15,586,820 
$  2,803,836 


996,826 
(18,540) 
256,093 
311,780 
6,305 
236,341 

1,788,805 

385,000 
224,865 
58,952 
346,214 
1,015,031 


$  2,803,836 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


NOTES  TO  FINANCIAL  STATEMENTS 


1.     PROPERTY,  PLANT  AND  EQUIPMENT 

The  above  assets  are  valued  at  acquisition  cost  except  for  an 
upward  revaluation  of  land  of  $56,217,720  based  principally  upon  a  1929 
appraisal  and  some  minor  appraisals  subsequent  to  1929  related  to  improve- 
ments of  Port  property  on  the  part  of  lessees.     The  appraised  value  of 
land  was  reduced  in  the  current  year  by  $154,517  for  land  taken  in  1957 
by  the  Federal  Government  under  a  condemnation  action. 


2 .  INVESTMENTS 

Investment  of  the  funds  deposited  for  interest  and  redemption 
of  bonds  is  made  by  the  Trustee.     The  following  securities  were  owned  at 
June  30,  1971. 


Interest 
rate 


Maturity 


Par  or 

face 
value 


Cost 
(including 
amortization 
of  discount) 


Held  by  Bank  of  America, 
as  Trustee 


Federal  National  Mortgage 
Association  Partici- 
pating Certificate 

U.  S.  Treasury  Bill 

Bank  of  America  Savings 
Certificates 

Cash  held  by  Trustee 


5.20%  1-19-82 
7-  1-71 

Various  Various 


$1,015,000 
80,000 

1,104,400 
1,057 


$  827,675 
79,790 

1,104,400 
1,057 


$2,200,457  $2,012,922 


3.     BONDED  DEBT 

Bonded  debt  consists  of  $50,702,000  General  Obligation  Bonds  and 
$20,000,000  Revenue  Bonds.     Bonds  maturing  within  one  year  amount  to  $2,394,000. 
There  is  also  $697,000  of  General  Obligation  Bonds  under  1909  and  1913  statutes 
authorized  but  unissued.     A  summary  of  indebtedness  under  the  various  issues 
follows : 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


3.     BONDED  DEBT  (continued^ 


General  Obligation  Bonds 


Interest 
rates 

g) 


Maturity 


Outstanding 
June  30,  1971 


India  Basin  1909 

4.0 

1971-85 

$ 

185,000 

Second  Seawall  1909 

4.0 

1971-85 

1,707,000 

Third  Seawall  1913 

4.0 

1971-89 

2,535,000 

Fourth  Seawall  1929 

Series  A  to  G 

1 

.5 

to  3 

.25 

1971-81 

3,150,000 

Fifth  Seawall  1958 

Series  A  to  H 

1 

.0 

to  5 

.50 

1971-98 

43,125,000 

$ 

50,702,000 

Revenue  Bonds 

Series  A  -  1969 

7 

.0 

to  8 

.5 

1972-99 

$ 

11,000,000 

Series  B  -  1971 

5 

.25 

1  to 

6.75 

1973-2001 

9,000,000 

$  20,000,000 


The  Revenue  Bonds,  Series  A  were  issued  pursuant  to  a  resolution 
adopted  by  the  Port  Commission  on  July  9,  1969,  and  in  accordance  with  The 
San  Francisco  Harbor  Revenue  Bond  Act  of  1951,  the  Charter  of  the  City  and 
County  of  San  Francisco  and  Statutes  1968,  Chapter  1333,  as  amended, 
authorizing  the  transfer  of  the  Port  of  San  Francisco  from  State  ownership 
to  the  City  and  County  of  San  Francisco. 

Bonds  are  of  a  denomination  of  $5,000  each  and  are  dated  July  1, 
1969.     Interest  is  payable  semi-annually  on  January  1  and  July  1  of  each 
year.     Serial  Bonds  amount  to  $3,200,000,  and  Term  Bonds  amount  to  $7,800,000. 
Maturities  are  as  follows: 

Serial  Bonds 

1972-81  $100,000  each  year 

1982-85  $200,000  each  year 

1986-87  $300,000  each  year 

1988-89  $400,000  each  year 


$  1,000,000 
800,000 
600,000 
800,000 

$  3,200,000 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


3.     BONDED  DEBT  (continued) 
Term  Bonds 


1990  $  500,000 

1991-92  $600,000  each  year  1,200,000 

1993-94  $700,000  each  year  1,400,000 

1995  800,000 

1996-97  $900,000  each  year  1,800,000 

1998  1,000,000 

1999  1,100,000 


$  7,800,000 

The  Revenue  Bonds,  Series  B  were  issued  pursuant  to  a  resolution 
adopted  by  the  Port  Commission  on  October  28,  1970,  under  the  same  provisions 
as  Series  A  Bonds. 

Bonds  are  of  a  denomination  of  $5,000  each  and  are  dated  January  1, 
1971.     Interest  is  payable  semi-annually  on  January  1  and  July  1  of  each  year. 
Serial  Bonds  amount  to  $3,725,000,  and  Term  Bonds  amount  to  $5,275,000. 
Maturities  are  as  follows: 

Serial  Bonds 

1973-75  $100,000  each  year 

1976-78  $125,000  each  year 

1979-80  $150,000  each  year 

1981-82  $175,000  each  year 

1983-84  $200,000  each  year 
1985 
1986 

1987-88  $275,000  each  year 
1989 
1990 
1991 


$  3,725,000 


$  300,000 
375,000 
300,000 
350,000 
400,000 
225,000 
250,000 
550,000 
300,000 
325,000 
350,000 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


3.     BONDED  DEBT  (continued) 


Term  Bonds 


1992 

$ 

375,000 

1993 

400,000 

1994 

450,000 

1995 

475,000 

1996 

500,000 

1997 

550,000 

1998 

575,000 

1999 

600,000 

2000 

650,000 

2001 

700,000 

$ 

5,275,000 

The  bonds  of  Series  A  and  Series  B  are  secured  by  a  lien  on  the 
consolidated  net  revenues  of  the  Port  Commission,  subordinated  to  the  lien 
of  the  outstanding  General  Obligation  Bonds,  and  on  a  parity  with  any  future 
Revenue  Bonds  issued  under  the  resolution.     Should  additional  General 
Obligation  Bonds  be  issued  by  the  City  and  County  of  San  Francisco  for 
Port  purposes,  any  lien  they  may  have  on  revenues  will  be  subordinate  to  the 
bonds  of  Series  A  and  other  parity  revenue  bond  issues. 

The  Series  B  bonds  were  sold  on  March  9,  1971  for  $9,000,000  plus 
accrued  interest  of  $97,845. 


4.     CONTRACTS  AND  COMMITMENTS 

1.  The  Port  was  obligated  at  June  30,   1971  for  encumbrances 
amounting  to  $11,155,621  representing  approved  contracts,  purchase  orders, 
etc.,  relating  to  construction,  materials,  expenses  or  services  to  be 
performed  or  provided  subsequent  to  June  30,  1971. 

2.  Chief  Counsel  for  the  San  Francisco  Port  Commission  advised 
as  follows  at  the  time  of  transfer  with  respect  to  the  legal  position  of 
the  City  in  connection  with  the  Port  of  San  Francisco's  general  obligation 
bonded  indebtedness  incurred  pri  or  to  the  transfer  of  the  Port  to  the  City. 

"This  obligation  should  not,  it  would  appear 
at  this  time,  result  in  any  financial  outlay  from  the  City. 
The  legal  status  of  each  of  the  bond  issues  is  that  although 
each  is  a  general  obligation  issue  of  the  State  of 
California,  it  is  under  the  terms  of  the  authorizing  act 
met  first  out  of  Port  revenues.     Port  revenues  have  been 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


4.     CONTRACTS  AND  COMMITMENTS  (continued) 

sufficient  to  meet  all  requirements  and  it  is 
anticipated  will  be  sufficient  in  the  ascertainable 
future.    All  subsequent  bond  issues  of  any  kind, 
including  revenue  bonds,  are  subordinate  to  these 
issues,  which  are  known  as  Prior  Lien  Bonds. 

Port  revenues  are  kept  separate  and  apart 
from  City  revenues  and  are  not  comingled  in  any  way 
with  City  revenues.     This  is  required  by  the  terms 
of  the  Burton  Act  and  by  the  Agreement,  which  is  an 
integral  part  of  the  transfer. 

It  follows,  therefore,  that  the  bond  issues 
enumerated  above  will  in  all  probability  be  met  out  of 
Port  revenues,  and  that  the  City's  undertaking  is  in 
fact  in  the  nature  of  a  guarantee.     Prior  to  the  transfer, 
the  State,  since  these  were  General  Obligation  Bonds,  had 
a  similar  undertaking  or  guarantee.     Because  this  became 
a  contractual  obligation  between  the  bondholders  and  the 
State,  the  bondholders  can  still  look  to  the  State  in  the 
event  of  a  default  by  the  Port,  and  the  State  then  in  turn 
will  look  to  the  City. 

Under  the  terms  of  Section  22  of  the  Burton  Act, 
the  City  is  obligated  to  issue  $50,000,000  of  bonds  for 
Harbor  purposes  within  ten  years  of  the  Act,  and  an  additional 
$50,000,000  within  twenty-five  years  from  the  date  of  the  Act. 
If  the  City  fails  in  this  obligation  its  rights  to  the  lands 
transfer  cease  and  the  lands  revert  to  the  State." 

As  part  of  this  obligation,  the  Port  issued  $11,000,000  of 
revenue  bonds  dated  July  1,   1969  and  $9,000,000  of  revenue  bonds  dated 
January  1,  1971  which  will  meet  that  portion  of  the  City's  obligation. 


5.     LABOR  COST  VARIANCE 

The  Port  frequently  charges  tenants  for  property  improvements  and 
other  materials  and  services,  and  also  performs  considerable  maintenance  for 
its  own  account.     In  determining  that  portion  of  such  expenditures  related 
to  labor,   fringe  benefits  are  added  to  the  labor  cost. 

The  labor  cost  variance  amounts  for  both  years  ended  June  30,  1971 
and  June  30,  1970  are  accordingly  reflected  in  the  income  statements  as  an 
operating  expense. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


6.     CONTINGENT  LIABILITIES 

Several  claims  have  been  filed  against  the  Port  in  connection 
with  the  operation  and  construction  of  the  San  Francisco  Grain  Terminal. 
Three  of  these  claims  are  of  significant  amount,  aggregating  $443,206. 
The  Port  intends  to  deny  these  claims  in  total. 


7.     INTEREST  DURING  CONSTRUCTION 

The  $20,000,000  of  Revenue  Bonds  together  with  approximately 
$4,000,000  of  the  Port's  own  funds  were  for  the  specific  purpose  of 
constructing  the  Lash  Terminal. 

All  other  bond  issues  of  the  Port  were  General  Obligation  Bonds, 
and  were  used  for  non-specific  purposes.     It  has  been,  and  continues  to  be, 
the  policy  of  the  Port  to  include  bond  interest  expense  and  interest  earned 
on  such  bond  funds  in  the  income  statement. 

The  Port  has  adopted  a  policy  with  respect  to  Revenue  Bond  interest 
of  capitalizing  such  interest  during  the  period  of  construction.  Although 
major  contracts  for  the  Lash  Terminal  were  awarded  prior  to  the  beginning  of 
the  fiscal  year,  no  significant  expenditure  of  bond  funds  were  made  in  that 
period.     (Interest  earned  on  Revenue  Bond  funds  exceeded  interest  expense 
by  $26,382,  which  amount  was  included  in  the  income  statement). 

The  Lash  Terminal  was  continually  under  construction  during  the 
current  fiscal  year,  and  the  net  interest  expense  of  $586,084  has  been 
capitalized. 


8.     PORT  WORK  IN  PROGRESS 

The  Port  has  consistently  kept  workorders  in  process  open  until 

completed.    At  the  time  of  completion,  a  determination  is  made  regarding 

the  nature  of  the  expenditure  based  on  an  analysis  of  the  cost  accumulated 
in  the  workorder. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(continued) 


9.     PORT  AND  RAILRAOD  STORES 

Inventory  consists  of  only  material  and  supplies  which  are  used 
for  construction  and  maintenance  by  the  Port.     The  inventory  is  stated 
at  cost  determined  by  the  average  cost  method,  which  is  not  in  excess  of 
market . 


10.     PROCEEDS  FROM  CONDEMNATION  ACTION 


The  Port  had  property  taken  under  a  condemnation  action  by  the 
Federal  Government  in  1957.    A  case,  U.S.  v  346,013  Acres  of  Land,  etc. 
U.S.D.C.   (N.D.  California)  No.  36272,  is  now  pending.    According  to  the 
Department  of  Justice,  State  of  California,  "This  case  will  come  to  trial 
some  time  during  1972.     During  the  pendency  of  the  action,  the  Port  has 
received  the  sum  of  $271,800  as  a  deposit.     This  sum  represents  an 
estimate  of  the  compensation  the  Port  will  receive." 


The  property  taken  was  carried  on  the  books  of  the  Port  at 
appraised  value  since  the  land  was  acquired  at  no  cost  by  the  State  of 
California  and  transferred  to  the  Port  under  Statutes  1968,  Chapter  1333, 

Accordingly,  the  resource  account,  revaluation  of  property,  was 
charged  with  the  appraised  value  of  the  land  taken  in  the  condemnation 
action. 
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SUPPLEMENTARY  INFORMATION 


ACCOUNTANTS'  OPINION  ON  SUPPLEMENTARY  INFORMATION 


Our  examination  of  the  basic  financial  statements  presented  in 
the  preceding  section  of  this  report  was  made  primarily  to  form  an  opinion 
on  such  financial  statements  taken  as  a  whole.     Supplementary  information, 
contained  in  the  following  pages,   is  not  considered  essential  for  the 
fair  presentation  of  the  financial  position  of  the  Port  of  San  Francisco 
or  the  results  of  its  operations  and  changes  in  financial  position.  However, 
the  following  data  were  subjected  to  the  audit  procedures  applied  in  the 
examination  of  the  basic  financial  statements.     In  our  opinion,  the  following 
data  are  fairly  stated  in  all  material  respects  in  relation  to  the  basic 
financial  statements  taken  as  a  whole. 


San  Francisco,  California 
November  8,  1971 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


CASH  FUNDS 
JUNE  30,  1971 


Operating 
Funds 


Bond 
Interest 
and 

Redemption 
Funds 


Capital 
Funds 


Trust 
Funds 


Cash  in  City  Treasury 
Harbor  Improvement  Fund 
Fourth  San  Francisco  Seawall 
Fifth  San  Francisco  Seawall 
Port  Construction  Fund 
Port  of  San  Francisco 

Revenue  Bond  -  Series  A 
Trustee  cash 


$  9,341,345 


$  7,044 
862 


62,755 


$  1,702,882 
9,630,189 


$178,563 


Cash  in  bank 

Revolving  Fund  -  City  60,000 

Payroll  Revolving  Fund  200,000 
Payroll  deductions  - 

State  employees  92,565 


Cash  in  State  Treasury 
Subsequent  fiscal  year 

debt  service  1 , 557 , 015 


$11,250,925        $70,661  $11,333,071  $178,563 
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CITY  AND  COUNl 
PORT  OF 

PROPERTY,  PI 

YEAR  ENDEI 


eciation 


stments 


Land 

Buildings  and  structures 
Equipment 

Construction  in  progress 
Franchise  rights  of  way 
Interest  during  construction 


Balance, 

End 
of  Year 


46,982  $  43,396,084 
18,333  1,600,197 

293,192 


Cost, 

less 
Accumulated 
Depreciation 

$  81,263,823 

33,126,899 

948,693 

17,478,222 

23,772 

586,084 


65,315        $  45,289,473      $  133,427,493 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


PROPERTY,  PLANT  AND  EQUIPMENT 
YEAR  ENDED  JUNE  30,  1971 


Asset 


Accumulated  Depreciation 


Land 

Buildings  and  structures 
Equipment 

Construction  in  progress 
Franchise  rights  of  way 
Interest  during  construction 


Balance, 
Beginning 
of  Year 

$  80,939,116 

74,580,435 

2,525,978 

7,925,252 

316,964 


Addit  ions 
$  479,225 
2,098,161 
44,112 
12,153,398 

586,084 


Sales 
Transfers 
and 
Retirements 

$  154,518 

155,613 

21,200 

2,600,428 


Balance , 

End 
of  Year 

$  81,263,823 

76,522,983 

2,548,890 

17,478,222 

316,964 

586,084 


Balance , 
3eginning 
of  Year 


$  41,694,430 
1,543,488 

285,268 


Current 
Year 

Provisions  Adjustments 


$  1,848,636 
75,042 

7,924 


$  146,982 
18,333 


Balance , 

End 
of  Year 


$  43,396,084 
1,600,197 

293,192 


Cost, 

less 
Accumulated 
Depreciation 

$  81,263,823 

33,126,899 

948,693 

17,478,222 

23,772 

586,084 


$  166,287,745      $  15.360,980      $  2.931,759      $  178.716.966      $  43.523.186      $  1.931.602        $  165.315        $  45.289,473      $  133.427.493 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 


BONDED  INDEBTEDNESS 
JUNE  30,  1971 


Date  of 
Issue 


Interest 
Rate 


Serial 
Maturity 


General  Obligation  Bonds 


India  Basin  1909 

1-2-11 

4.00 

1971-84 

1-2-11 

4.00 

1985 

Second  Seawall  1909 

7-2-11 

4.00 

1971-84 

7-2-11 

4.00 

1985 

Third  Seawall  1913 

7-2-15 

4.00 

1971-88 

7-2-15 

4.00 

1989 

Fourth  Seawall  1929 

Series  A 

3-1-46 

1.50 

1971-76 

Series  B 

9-1-46 

1.50 

1971-76 

Series  C 

3-1-49 

3.25 

1971-79 

Series  D 

9-1-50 

2.25 

1971-80 

Series  E 

3-1-51 

2.25 

1971-81 

Series  F 

3-1-53 

3.00 

1971-83 

Series  G 

3-1-56 

2.75 

1971-81 

Fifth  Seawall  1958 

Series  A 

7-1-59 

3.375-3.60 

1971-83 

Series  B 

7-1-60 

1.00  -3.40 

1971-84 

Series  B 

7-1-60 

1.00  -3.25 

1975-90 

Series  F 

5-1-65 

2.50  -4.00 

1971-94 

Series  F 

5-1-65 

2.50 

1995 

Series  G 

2-1-67 

3.50  -4.75 

1972-96 

Series  G 

2-1-67 

3.50 

1997 

Series  H 

10-1-68 

4.75  -5.50 

1973-90 

Series  H 

10-1-68 

4.00  -4.85 

1991-98 

Outstanding 
6-30-71 


181,000 
4,000 

1,625,000 
82,000 

2,430,000 
105,000 


500,000 
600,000 
320,000 
400,000 
600,000 
480,000 
250,000 


4,875 
2,320 
9,200 
8,855 

375 
9,625 

375 
5,220 
2,280 


,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 
,000 


Total  General  Obligation  Bonds 


50,702,000 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

BONDED  INDEBTEDNESS 
(continued) 

JUNE  30,  1971 


Date  of 

Interest 

Serial 

Outstanding 

Issue 

Rate 

Maturity 

6-30-71 

Revenue  Bonds 

Series  A 

7-1-69 

8.50 

1972-81 

$  1,000,000 

Series  A 

7-1-69 

8.50 

1982-83 

400,000 

Series  A 

7-1-69 

7.50 

1984 

200,000 

Series  A 

7-1-69 

7.00 

1985 

200,000 

Series  A 

7-1-69 

7.00 

1986-87 

600,000 

Series  A 

7-1-69 

7.00 

1988-89 

800,000 

Series  A 

7-1-69 

7.20 

1999 

7,800,000 

Series  B 

1-1-71 

6.75 

1973-85 

1,950,000 

Series  B 

1-1-71 

5.50 

1986 

250,000 

Series  B 

1-1-71 

5.25 

1987-88 

550,000 

Series  B 

1-1-71 

5.50 

1989-91 

975,000 

Series  B 

1-1-71 

5.50 

2001 

5,275,000 

Total  Revenue  Bonds 

20,000,000 

Total  bonds  outstanding 

$  70,702,000 

NOTE:     General  Obligation  Bonds 

authorized 

and  unissued 

comprise : 

1909  statutes  $  147,000 

1913  statutes  550,000 

$  697,000 
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PORT  OF  SAN  FRANCISCO 


^  REPORT  ON  EXAMINATION 
OF 

FINANCIAL  STATEMENTS 


YEARS  ENDED  JUNE  30.  1975  AND  1974 


DOCUIVIEWTS  DEPT. 

MAR  2  4  1980 

SAN  -RANC!SCO 
PUBL!C  LISRARY 


TOUCHE  ROSS  &  CO 


TOUCHE  ROSS  &  CO. 


ONE   MARITIME  PLAZA 
SAN   FRANCISCO,  CALIFORNIA  94111 

April  26,  1976 


The  Honorable  John  C.  Farrell,  Controller 
City  and  County  of  San  Francisco 
Port  of  San  Francisco 
San  Francisco,  California 

We  have  examined  the  balance  sheet  of  the  Port  of  San 
Francisco  as  of  June  30,   197  5,   and  the  related  statements  of  oper- 
ations, equity  and  changes  in  financial  position  for  the  year  then 
ended.     Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests 
of  the  accounting  records  and  such  other  auditing  procedures  as 
we  considered  necessary  in  the  circumstances. 

The  land  asset  of  the  Port  of  San  Francisco  was  increased 
in  prior  years  by  approximately  $56,000,000  to  reflect  appraised 
values  as  of  1929.     Under  generally  accepted  accounting  principles 
the  excess  of  appraised  value  over  stated  cost  should  not  be  capi- 
talized. 

In  our  opinion,  except  for  the  effects  of  capitalizing 
the  excess  of  appraised  value  over  stated  cost  of  land,   as  discussed 
in  the  preceding  paragraph,   the  aforementioned  financial  statements 
present  fairly  the  financial  position  of  the  Port  of  San  Francisco 
at  June  30,   197  5,  and  the  results  of  its  operations  and  the  changes 
in  its  financial  position  for  the  year  then  ended,   in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  basis 
consistent  with  that  of  the  preceding  year. 

The  financial  statements  for  the  prior  year  were  examined 
by  other  certified  public  accountants  and  their  report  thereon  was 
qualified  as  to  the  valuation  of  the  land  asset. 


Certified  Public  Accountants 


TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  O 
PORT  OF  SAN 
BALANCE 


JSID  EQUITY 


ASSEl 


CURRENT  ASSETS: 

Cash,   including  short-term  inves 
ments  of  $40,47  3  and  $29,011 

Accounts  receivable,   less  allow- 
ance for  doubtful  accounts  of 
$304,000  and  $199,000    (Note  C) 

Inventories    (Note  A) 

Prepaid  insurance 


ITIES 


TOTAL  CURI 


OTHER  ASSETS    (Note  C) 


FACILITIES,   PROPERTY  AND  EQUIPMENT 
Land 

Buildings,  structures  and  impro\ 
Equipment 


Less  accumulated  depreciation  ar 
amortization 


June  30 


197  5 

1974 

9        J-  ,         J  ,  CJDD 

9     i, z Jb, ybz 

J.  1  DUft  ,  DD't 

O     A  AQ     1 CA 

1    m  /I   c^'s  A 
L  ,  UX4t  ,  to  m: 

483,145 

446,491 

614, 364 

649,394 

1,47  9,000 

1,479,000 

6,027,539 

7,275,215 

87, 167,000 

80,046,000 

2,001,722 

2,504,318 

22, 170,659 

21,453,801 

9,054,967 

9,048,666 

56,063,202 

56,063,202 

89,290,550 

89,069,987 

Construction  in  progress 


RESTRICTED  FUNDS    (Note  D) 


$182.485,089  $176.391.202 


See  notes  to  final 


TOUCHC  ROSS  A  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
BALANCE  SHEET 


ASSETS 


CURRENT  ASSETS: 

Cash,   including  short-term  invest- 
ments of  ?40,47  3  and  $29,011 

Accounts  receivable,   less  allow- 
aince  for  doubtful  accounts  of 
$304,000  and  $199,000   (Note  C) 

Inventories    (Note  A) 

Prenaid  insurance 


TOTAL  CURRENT  ASSETS 


OTHER  ASSETS    (Note  C) 


FACILITIES,   PROPERTY  AND  EQUIPMENT    (Note  A) 
Land 

Buildings,   structures  and  improvements 
Equipment 


Less  accumulated  depreciation  and 
amortization 


Construction  in  progress 
RESTRICTED  FUNDS    (Note  D) 


June 

30 

197  5 

1974 

$  551,315 

$  1,319,986 

2,47  0, 37  3 

2, 251, 013 

488,656 

409,203 

169,340 

363, 370 

3,679,684 

4, 343, 572 

190,215 

964, 928 

93 , / / 1 , 198 

y  J  ,\j  1  1  ,  zby 

99,131,657 

97, 363, 188 

2,646,642 

2,623, 569 

195, 549,497 

193,064,026 

53, 136,442 

50,716,068 

142,413,055 

142,347,958 

16,018,071 

9,823,759 

158,431, 126 

152, 171,717 

20,184,064 

18,910,985 

$182,485,089 

$176. 391, 202 

See  notes  to  financial  statements. 


LIABILITIES  AND  EQUITY 


June  30 


197  5 


1974 


CURRENT  LIABILITIES: 
Warrants  outstanding 
Accrued  expenses 

Retentions  on  construction  contracts 
Bond  interest  payable 
Lease  deposits  and  customer  advances 
Current  portion  of  long-term  debt 

TOTAL  CURRENT  LIABILITIES 
LONG-TERM  DEBT    (Note  E) 

COMMITMENTS  AND  CONTINGENCIES    (Note  F) 

EQUITY: 

Current  operating  fund 
Equity  in  property: 

Accumulated  earnings 

Donated  property 

Revaluation  of  property   (Note  A) 


$     1.123,866     $  1,236,952 


1,604,664 
722, 500 
483,145 
614, 364 

1,479,000 

6,027, 539 
87, 167,000 


2,001,722 

22, 170,659 
9,054,967 
56,063, 202 

89,290,550 


2,448,7  64 
1,014,614 
446,491 
649, 394 
1.479.000 

7,275,215 
80,046.000 


2,504,318 

21,453,801 
9,048,666 
56,063,202 

89,069,987 


$182.485.089 


$176. 391.202 


TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

STATEMENT  OF  OPERATIONS 


Year  Ended  June  30 


1975 


1974 


Revenues : 

Property  rentals 

Wharfage,   dockage  and  demurrage 

Interest  income 

Commercial  power 

Other 


8,741,421 
3, 485, 657 
1, 561, 095 
942, 107 
512,642 

15, 242, 922 


$  8,184,407 
3,482, 239 
1,  972,  338 
7  94,346 
631,591 

15,064, 921 


Expenses : 

Maintenance 
Operations 
Interest  expense 
Depreciation  and  amortization 
Commercial  power 


INCOME  FROM  CONTINUING  OPERATIONS 

Discontinued  operations   (Note  G) : 

Loss  from  operations  of  discontinued 

belt  railroad 
Loss  on  disposal  of  belt  railroad 


3, 965,720 
3,929,949 
3,861,677 
2, 559,056 
712, 258 

15, 028, 660 
214,262 


-o- 
--0- 

-o- 


3,701,246 
3,573,729 
3, 920,629 
2,618,533 
610,452 

14,424,589 
640, 332 


120.778 
246, 088 

366,866 


NET  INCOME 


214, 262 


273.466 


See  notes  to  financial  statements. 


-3- 


I 


i 


TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

'  t 

STATEMENT  OF  EQUITY 
Years  ended  June  30,    1975  and  1974 


Current   Ecfuity  in  Property 


Operating 
Fund 

Accumulated 
Earnings 

Donated 
Property 

Revaluation 
of  Property 

Balance  at  July  1,    197  3,  as 

previously  reported 
Depreciation  on  donated  assets 

(Note  B) 

$  4,254,498 
-o- 

$23,447,815 
(4,017,660) 

$4, 996, 109 
4,017,660 

$56, 063, 202 
-o- 

Balance  at  July  1,    197  3,  as 
restated 

4, 254,498 

19,430, 155 

9,013,769 

56, 063, 202 

Net  income,   as  restated 
Additions  to  donated  property 
Equity  in  property  intrafund 
transactions 

27  3,466 
-o- 

(2,023,646) 

-o- 
-o- 

2,023,646 

-o- 
34,897 

-o- 

-o- 

-o- 

Balance  at  June  30,    1974,  as 
restated 

2, 504, 318 

21,453,801 

9,048,666 

56, 063, 202 

Net  income 

Additions  to  donated  property 
Equity  in  property  intrafund 
transactions 

214, 262 
-o- 

(716,858) 

-o- 
-o- 

716,858 

-o- 
6,  301 

-o- 

-o- 
-o- 

-o- 

Balance  at  June  30,  1975 

$  2,001,722 

$22. 170.659 

$9,054,967 

$56.063. 202 

See  notes  to 

financial  statements. 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


Year  Ended  June  30 


197  5 


1974 


SOURCE  OF  WORKING  CAPITAL: 
From  continuing  operations: 

Income  from  continuing  operations 
Noncash  charge  -  depreciation  and 
amortization 


Loss  from  operations  of  discontinued 

belt  railroad 
Loss  on  disposal  of  belt  railroad 

WORKING  CAPITAL  FROM  OPERATIONS 

Proceeds  from  issuance  of  long-term  debt 
Additions  to  donated  property 
Decrease   (increase)    in  other  assets 


$  214,262 

2>559,056 
2,773,318 

-o- 

 -o- 

2,773, 318 

10,000,000 
6,  301 
823, 569 

13, 603, 188 


640, 332 

2,618, 533 
3, 258,865 

(120,778) 
(246,088) 

2,891, 999 


-o- 
34,897 
(823, 569) 

2, 103, 327 


APPLICATION  OF  WORKING  CAPITAL: 

Additions  to  facilities,  property  and 
equipment 

Increase   (decrease)   in  restricted  funds 

Reduction  of  long-term  debt 

Other 


INCREASE    (DECREASE)    IN  WORKING  CAPITAL 

INCREASE    (DECREASE)    IN  WORKING  CAPITAL 
COMPONENTS : 
Cash 

Accounts  receivable 
Inventories 
Prepaid  insurance 
Warrants  outstanding 
Accrued  expenses 

Retentions  on  construction  contracts 

Bond  interest  payable 

Lease  deposits  and  customer  advances 


8,818,465 
1,273,079 
2,879,000 
48,856 

13,019,400 
$  583.788 


(768,671) 
219,360 
79,453 
(194,030) 
113,086 
844, 100 
292, 114 
(36,654) 
35,030 


9,473, 233 
(5,048,051) 
2,884,000 
(45,401) 

7, 263,781 
$(5.160.454) 


$  (2,454,482) 
826, 122 
38,082 
(314,337) 
(661,458) 
(1,237,776) 
(1,014,614) 
11,448 
(353,439) 


INCREASE    (DECREASE)    IN  WORKING  CAPITAL 


583.788       $  (5. 160.454) 


See  notes  to  financial  statements. 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 

Years  ended  June  30,    197  5  and  1974 


NOTE  A  -  Suiranary  of  Significant  Accounting  Policies 

Public  Service  Enterprise 

The  Port  of  San  Francisco   (Port)   is  an  enterprise  fund 
of  the  City  and  County  of  San  Francisco.     The  City  and  County 
of  San  Francisco  is  responsible  for  control  of  expenditures  from 
restricted  funds  of  the  Port,   except  as  they  relate  to  revenue 
bond  principal  redemption  and  interest  payments,   and  for  certain 
operating  funds  carried  as  current  assets. 

Investments 

Investments  are  carried  at  cost  less  amortization  of  bond 
premiums  or  discounts. 

Inventories 

Inventories  of  materials  and  supplies  are  stated  at  the 
lower  of  cost   (principally  average  cost)   or  market. 

Facilities,   Property  and  Ecfuipment 

Facilities,  property  and  equipment  are  carried  at  stated  cost 
except  that  the  land  asset  was  increased  in  prior  years  by  approximately 
$56,000,000  to  reflect  appraised  values  of  1929.     Depreciation  is 
computed  by  the  straight  line  method  based  upon  the  estimated  use- 
ful lives  of  the  related  depreciable  assets. 

Maintenance,   repairs  and  minor  replacements  are  expensed 
as  incurred. 

Expenditures  for  major  replacements  and  improvements  re- 
sulting in  increased  value  or  extension  of  useful  lives  are  capi- 
talized. 

Cost  and  the  related  accumulated  depreciation  of  items 
sold  or  otherwise  retired  are  eliminated  from  the  asset  and  deprecia- 
tion accounts.     Gains  or  losses  resulting  from  the  disposition  of 
assets  are  included  in  current  operations. 

The  Port  has,   at  various  times,   received  grant  funds  for 
construction  and  improvement  of  waterfront  facilities  and  donations 
of  property.     Depreciation  applicable  to  facilities,   and  equipment 
acquired,   is  charged  against  current  operations    (see  Note  B) . 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

Years  ended  June  30,    197  5  and  1974 


The  cost  of  acquisition  and  construction  of  facilities 
is  recorded  as  construction  in  progress  and  represents  amounts  paid 
or  owing  to  contractors.     As  facilities  are  completed  and  become 
operative,   the  Port  transfers  them  to  facilities,  property  and 
equipment . 

Interest  During  Construction 

The  proceeds  of  $20,000,000  from  Series  A  and  B  Revenue 
Bonds  were  used  for  construction  of  a  LASH  terminal.     During  the 
period  of  construction  the  Port  capitalized  the  revenue  bond  interest 
costs  net  of  related  interest  income.     These  costs  are  being  amortized 
over  the  term  of  the  bonds . 

All  other  bond  issues  of  the  Port  are  used  for  general 
purposes.  Interest  expense  and  interest  income  on  such  bond  funds 
are  included  in  current  operations. 

Reclassification  of  Prior  Year's  Amounts 

Certain  reclassifications  have  been  made  in  the  1974  finan- 
cial statements  to  conform  to  the  classifications  used  in  197  5. 


NOTE  B  -  Restatement  of  Prior  Year 

For  the  year  ended  June  30,   1974,   deiDreciation  on  donated 
assets  was  recorded  as  a  charge  against  equity.     Such  charge  should  be 
reported  in  current  operations.     The  financial  statements  for  the  year 
ended  June  30,   1974  were  restated  to  reflect  this  correction.  The 
effect  of  the  restatement  was  to  decrease  net  income  by  $232,340  in 
1974. 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

Years  ended  June  30,   197  5  and  1974 

NOTE  C  -  Other  Assets 

Included  in  other  assets  at  June  30,   1974,  was  a  past  due 
trade  receivable  of  approximately  $1,491,000  from  a  major  tenant  of 
the  Port.     In  August  1974,   an  agreement  was  reached  with  the  tenant 
on  repayment  terms  on  the  receivable.     During  fiscal  197  5,   all  pay- 
ments required  under  the  agreement  were  made.     At  June  30,    197  5,  the 
remaining  unpaid  receivable  of  approximately  $789,000  was  included 
in  current  accounts  receivable.     This  remaining  balance  was  repaid 
in  fiscal  1976. 


NOTE  D  -  Restricted  Funds 


Restricted  funds  include  the  followina: 


June  30 


197  5 


1974 


Cash  and  investments: 
Capital  outlay 

Bond  interest  and  redemption 


$18,476,296 
1,429,088 

19,905,384 


$16,460,406 
1.915.374 

18, 375,780 


Interfund  receivable: 

City  and  County  Revenue  Sharing  Program 


278,680 


535, 205 


$20. 184.064       $18. 910. 985 


Investment  of  funds  deposited  for  bond  interest  and  redemp- 
tion includes  securities  and  certificates  of  deposit  with  a  cost 
(including  amortization  of  discounts  or  premiums)   of  approximately 
$1,379,000  in  1975  and  $1,378,000  in  1974. 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCIS 
PORT  OF   SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Con 


Years  ended  June  30,   197  5  and 
NOTE  E  -  Long-Term  Debt 

Long-term  debt  consists  of  the  follovv 


rie  30 


In 


General  obligation  bonds: 
State  of  California: 
India  Basin  1909 
Second  Seawall  1909 
Third  Seawall  1913 

Fourth  Seawall  1929,   Series  A  to  G 
Fifth  Seawall  1958,   Series  A,  B,  F, 
and  H 

City  and  County  of  San  Francisco  - 
Harbor  Improvement  1971: 
Series  A 
Series  B 

Total  general  obligation  bonds 


Revenue  bonds : 
Series  A  1969 
Series  B  1971 

Total  revenue  bonds 

Total  long-term  debt 

Less  bonds  maturing  July  1,  1975  and 
1974  offset  against  funds  provided 
for  redemption 

Total  outstanding  long-term  debt 


1.5 
1.0 


4.5 
5.4 


l.C 

5.25 


1974 


Current 


Long-Term 


14,000     $  129,000 


115, 000 
135,000 
405, 000 


1, 247,000 
1, 995, 000 
1, 530,000 


2,015,000  35,645,000 


-o- 
-o- 


20,000,000 
-o- 


2,684,000  60,546,000 


100,000 
100, OOP 


10,700,000 
8,800,000 


200,000       19, 500,000 


2,884,000  80,046,000 


1,405,000) 


-o- 


1.479.000  $80.046.000 
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TOUCNC  ROSS  *  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

Years  ended  June  30,   197  5  and  1974 

SOTE  E  -  Long-Term  Debt 

Long-term  debt  consists  of  the  following: 

Year 
Last 

Interest       Series  Original 
Rates  Matures  Amount 

General  obligation  bonds: 
State  of  California: 

India  Basin  1909  4%  1985       $  853,000 

Second  Seawall  1909  4%  1985  9,000,000 

Third  Seawall  1913  4%  1989  9,450,000 

Fourth  Seawall  1929,    Series  A  to  G  1.5-3.25%        1981  10,000,000 

Fifth  Seawall  1958,    Series  A,   B,  F, 

and  H  1.0-5.5%  1998  50,000,000 

City  and  County  of  San  Francisco  - 
Harbor  Improvement  1971: 

Series  A  4.5-6.0%  2003  20,000,000 

Series  B  5.4-6.7  5%        2005         10, 000, 000 

Total  general  obligation  bonds  109,303,000 


Revenue  bonds ; 
Series  A  1969 
Series  B  1971 

Total  revenue  bonds 

Total  long-term  debt 

Less  bonds  maturing  July  1,  1975  and 
1974  offset  against  funds  provided 
for  redemption 


1.0-8.5%  1999  11,000,000 

5.25-6.75%        2001  9, OOP, 000 

20,000,000 
$129. 303. 000 


Total  outstanding  long-term  debt 


Balance  at  June  30 


 1975    1974  

Current  Long-Term  Current  Long-Term 


14, 000 
115, 000 
135,000 
405, 000 

2, 010, 000 


;  115,000 

1, 132, 000 
1,860, 000 
1, 125, 000 

33,635,000 


14,000     $  129,000 


115, 000 
135, 000 
405, 000 


1, 247 , 000 
1, 995,000 
1, 530,000 


2,015,000  35,645,000 


-o- 
-o- 


2,679,000 


20, 000, 000 
10,000,000 

67,867,000 


-o- 
-o- 


20,000,000 
 -o- 


2,684,000  60,546,000 


100,000 
100,000 


200, OOP 


2,879, 000 


10, 600,000 
8,700, OOP 

19, 300, POO 
87, 167, OOP 


1PP,000 
100, PPO 


200,000 


2,884,000 


10,700,000 
8,800,000 

19, 500,000 
80,046,000 


(1,400, 000) 


(1.405, OOP) 


-o- 


$  1.47 9. PPP       $87 . 167 . POP       $  1.47  9. POO  $80.046.000 


TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

Years  ended  June  30,    197  5  and  1974 


The  Revenue  Bonds  are  secured  by  a  lien  on  the  net  revenues 
of  the  Port  of  San  Francisco  and  are  subordinated  to  the  lien  of  the 
holders  of  outstanding  general  obligations  bonds  of  the  State  of 
California,   and  are  on  a  parity  with  any  future  revenue  bonds  issued. 
The  Harbor  Improvement  Bonds  issued  by  the  City  and  County  of  San 
Francisco  are  subordinated  to  the  Revenue  Bonds  and  any  future 
revenue  bonds  issued. 

The  Revenue  Bonds  of  the  Port  provide,   among  other  covenants, 
that  annual  revenues,   as  defined,  be  sufficient  to  equal  1.3  times  the 
debt  service  requirements  of  outstanding  revenue  bonds. 

NOTE  F  -  Commitments  and  Contingencies 

The  Port  has  been  named  in  a  civil  action  by  the  San 
Francisco  Bay  Regional  Water  Quality  Control  Board  alleging  violations 
of  certain  water  quality  control  standards.     This  action  asserts  an 
assessment  of  $6,000  a  day  from  June  24,    1971.     The  Port  has  denied 
liability  in  this  case.     In  the  opinion  of  counsel,   the  case  has  not 
progressed  to  the  stage  where  liability,   if  any,   can  be  determined. 
The  Port  has  asserted  that  the  above  complaint  is  covered  by  liability 
insurance,  however,   this  has  been  denied  by  each  of  the  insurance 
carriers  involved. 

The  Port  is  a  defendant  in  several  suits  arising  in  the 
normal  course  of  business.     Counsel  for  the  Port  believes  that  the 
ultimate  liability,   if  any,   for  these  claims  would  be  nominal. 

NOTE  G  -  Discontinued  Operations 

Authorization  for  the  transfer  of  the  belt  railroad  opera- 
tion to  Port  Railroad,   Inc.,  was  approved  by  the  Port  Commissioners  on 
August  22,   197  3.     The  transfer  was  made  on  December  17,   1973,  under  a 
Management  Advisory  Contract.     Under  the  terms  of  this  agreement. 
Port  Railroad,   Inc.,  has  agreed  to  consult  in  the  operations  for  a 
period  of  twenty  years.     The  contract  is  cancellable  by  the  Port 
Railroad,   Inc.,   after  five  years  upon  nine  months  prior  written  notice. 
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TOUCHE  ROSS  &  CO. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS  (Continued) 

Years  ended  June  30,    197  5  and  1974 


NOTE  H  -  Pension  Plans 

The  Port  contributes  to  the  Public  Employees'  Retirement 
System  and  the  City  and  County  of  San  Francisco  Employees'  Retirement 
System.     These  plans  cover  substantially  all  employees.     The  total 
pension  expense  under  these  plans  was  approximately  $390,000  and 
$256,000  in  1975  and  1974,   respectively.     Payments  required  under 
these  plans  are  expensed  currently.     The  excess,   if  any,   of  the 
actuarially  computed  value  of  vested  benefits  over  the  total  of  the 
pension  funds  and  balance  sheet  accruals  less  pension  prepayments 
and  deferred  charges  is  not  available. 


NOTE  I  -  Subsequent  Event 

A  fire  on  September  21,   1975,  destroyed  Pier  37.     The  pier 
was  fully  depreciated  at  June  30,   197  5.     It  is  anticipated  that 
insurance  proceeds  will  be  sufficient  to  reimburse  all  losses  and 
expenses  incurred  by  the  Port. 
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CITY  AND  COUNTY  OF^^S^  FRANCISCO 
^PORT  OF  SAN  FRANCISCO 
^REPORT  ON  EXAMINATION 
YEAR  ENDED  JUNE  30,  1978 


DOCUMENTS  DEPT. 

JUN  1  3  1980 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


■  J 


Main  Lafrentz  &  Co. 

certified  public  accountants 


McLintock  Main  Lafrentz 
International 


ONE  CALIFORNIA  STREET 

SAN  FRANCISCO,  CALIFORNIA  94111 

415  981  2156 


The  Honorable  John  C.  Farrell,  Controller 
City  and  County  of  San  Francisco 
Port  of  San  Francisco 


We  have  examined  the  balance  sheet  of  the  Port  of  San  Francisco  as  of 
June  30,  1978,  and  the  related  statements  of  operations,  equity  and  changes 
in  financial  position  for  the  year  then  ended.     Our  examination  was  made  in 
accordance  with  generally  accepted  auditing  standards  and,  accordingly, 
included  such  tests  of  the  accounting  records  and  such  other  auditing  pro- 
cedures as  we  considered  necessary  in  the  circumstances.     The  financial 
statements  of  the  Port  of  San  Francisco  for  the  year  ended  June  30,  1977, 
were  examined  by  other  auditors  whose  report  dated  January  6,  1978,  except 
for  Note  E  to  the  financial  statements  which  was  dated  January  31,  1978,  on 
those  financial  statements  was  qualified  as  being  subject  to  the  effects  on 
the  1977  financial  statements  of  such  adjustments,   if  any,  as  might  have 
been  required  had  the  outcome  of  the  uncertainties  discussed  in  Notes  2 
and  6  to  these  financial  statements  been  known  and  except  for  the  effect  of 
capitalizing  the  excess  of  appraised  value  over  the  cost  of  the  land. 

The  land  asset  of  the  Port  of  San  Francisco  was  increased  in  prior  years  by 
approximately  $56,000,000  to  reflect  appraised  values  of  1929.     Under  generally 
accepted  accounting  principles  the  excess  of  appraised  value  over  stated  cost 
should  not  be  capitalized. 

In  our  opinion,  except  for  the  effects  of  capitalizing  the  excess  of 
appraised  value  over  stated  cost  of  land,  as  discussed  in  the  preceding  paragraph, 
such  financial  statements,  present  fairly  the  financial  position  of  the  Port  of 
San  Francisco  at  June  30,  1978,  and  the  results  of  its  operations  and  the  changes 
in  its  financial  position  for  the  year  then  ended,  in  conformity  with  generally 
accepted  accounting  principles  applied  on  a  consistent  basis. 


November  3,  1978 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATIONS 
YEAR  ENDED  JUNE  30,  1978 


Operating  revenues 
Property  rentals 
Wharfage,  dockage  and  demurrage 
Commercial  power 
Interest  income 
Other 


Operating  expenses 
Interest  expense 
Maintenance 

Depreciation  and  amortization 

Operations 

Commercial  power 

Fire  boat  operations 

Insurance 


Operating  income 

Nonoperating  income 
Federal  aid 

Net  income 


$10,706,432 
4,023,379 
1,777,577 
849,543 
1.284,637 
18,641.568 


4,102,199 
4,337,997 
3,018,519 
4,547,314 
1,363,748 
468,257 
790.536 
18.628,570 

12,998 

1,287.518 
$  1,300,516 


These  financial  statements  and  accompanying  notes 
are  subject  to  the  accountants'  opinion. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  EQUITY 
YEAR  ENDED  JUNE  30,  1978 


Total  Accumulated  Donated  Revaluation 

Equity  Earnings  Property  of  Property 

Balance  at  July  1,  1977           $86,034,711  $20,884,161  $9,087,348  $56,063,202 

Net  earnings  1,300,516  1,300,516 

Additions  to  donated 

property                                        48,884    48.884   


Balance  at  June  30,  1978         $87,384,111  $22,184,677  $9,136.232  $56,063.202 


These  financial  statements  and  accompanying  notes 
are  subject  to  the  accountants'  opinion. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
YEAR  ENDED  JUNE  30,  1978 


Working  capital  provided  from 
Net  income 

Add  charges  not  affecting  working  capital 
Depreciation  and  amortization 

Working  capital  provided  from  operations 
Decrease  in  restricted  assets 
Additions  to  donated  property 
Decrease  in  other  assets 

Total  working  capital  provided 

Working  capital  used  for 

Retirement  of  long-term  debt 

Additions  to  facilities,  property  and  equipment 
Decrease  in  lease  deposits  and  customer  advances 
Total  working  capital  used 

Increase  (decrease)  in  working  capital 

Changes  in  working  capital 

Increase  (decrease)  in  current  assets 
Cash 

Accounts  receivable 
Materials  and  supplies 
Prepaid  insurance 


(Increase)  decrease  in  current  liabilities 
Warrants  outstanding 
Accrued  expenses 

Payable  to  the  City  and  County  of  San  Francisco 

Deferred  income 

Bond  interest  payable 

Current  portion  of  long-term  debt 


Increase  (decrease)  in  working  capital 


$  1,300,516 

3,018,519 
4,319,035 

496,552 
48,884 

577,325 
5,441,796 


3,529,000 
2,492,257 
238,614 
6,259,871 

$  (818,075) 


$  (556,014) 
1,369,506 
(95,462) 
(10,936) 
707,094 


(262,693) 
133,011 
(635,217) 
51,792 
12,938 
(825,000) 
(1,525,169) 

$  (818,075) 


These  financial  statements  and  accompanying  notes 
are  subject  to  the  accountants'  opinion. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1978 

1.       SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Organization  and  method  of  accounting  -  Prior  to  February  7,  1969,  the  Port 
of  San  Francisco  ("Port")  was  owned  by  the  State  of  California.     On  February  7, 
1969,  the  Port  was  transferred  to  the  City  and  County  of  San  Francisco  (City) 
under  the  terms  and  conditions  specified  in  the  State  of  California  statutes  of 
1968,  Chapter  1333,  as  amended,  and  as  ratified  by  the  general  election  of  the 
City  and  County  of  San  Francisco  on  November  5,  1968. 

The  Port  is  an  enterprise  fund  of  the  City.    All  the  accounts  of  the  Port  are 
maintained  on  the  accrual  basis. 

Revenue  recognition  -  Lease  revenue  from  the  rental  of  building  spaces,  ground 
areas  and  facilities  is  accounted  for  under  the  "operating  method."    Under  this 
method,  lease  revenue  is  earned  as  it  becomes  due  over  the  term  of  the  lease,  and 
the  related  expenses  including  depreciation  and  maintenance  are  included  in  operating 
expense  as  incurred. 

Materials  and  supplies  -  Materials  and  supplies  are  used  for  construction  or 
maintenance  of  Port  facilities  and  are  stated  at  cost  (principally  average  cost). 

Facilities,  property  and  equipment  -  Facilities ,  property  and  equipment  are 
stated  at  cost  except  that  the  land  asset  was  increased  in  prior  years  by  approxi- 
mately $56,000,000  to  reflect  appraised  values  of  1929.     Depreciation  is  provided 
on  the  straight  line  method  based  upon  the  estimated  useful  lives  of  the  related 
depreciable  assets. 

Maintenance,  repairs  and  minor  replacements  are  expensed  as  incurred.  Expendi- 
tures for  major  replacements  and  improvements  resulting  in  increased  value  or 
extension  of  useful  lives  are  capitalized,  unless  such  costs  are  reimbursed  by 
tenants.     The  cost  of  the  improvements  and  related  reimbursement  are  deferred  until 
completed,  at  which  time  the  costs  and  related  revenue  are  recognized  in  the  statement 
of  operations. 

The  cost  and  related  accumulated  depreciation  of  assets  retired  or  otherwise 
disposed  of  are  eliminated  from  the  accounts  in  the  year  of  retirement  or  disposal 
with  the  resulting  gain  or  loss,  if  any,  included  in  current  operations. 

Depreciation  applicable  to  facilities  and  equipment  acquired  through  donations 
or  through  grant  funds  is  charged  against  current  operations. 

The  cost  of  acquisition  and  construction  of  major  facilities  and  equipment  is 
recorded  in  construction  in  progress.    As  facilities  are  completed  and  become 
operative  they  are  transferred  to  the  facilties  and  equipment  accounts. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1978 


1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Interest  expense  -  Interest  expense  incurred  during  the  construction  period  on 
major  construction  projects  funded  by  revenue  bond  proceeds  is  capitalized  and  amor- 
tized over  the  term  of  the  related  bonds.    All  other  interest  costs  are  charged 
against  current  operations. 

Restricted  assets  -  Investments  included  in  restricted  assets  are  stated  at  the 
lower  of  cost  or  market,  less  amortization  of  bond  premiums  or  discounts. 

Investment  of  funds  deposited  for  capital  outlay  are  made  by  the  City  on  behalf 
of  the  Port.  Investment  of  funds  deposited  for  bond  interest  and  redemption  is  made 
by  the  fiscal  agent  for  the  Port. 

2.  TRANSACTIONS  WITH  MAJOR  TENANT 

During  1977,  the  Port  had  included  estimated  revenues  from  a  major  tenant  in 
developing  operations  projections,  which  had  caused  the  previous  auditors  to  express 
a  qualified  opinion  on  the  financial  statements  subject  to  the  effects,  if  any,  on 
such  financial  statements  of  the  ultimate  realization  of  these  projections. 

The  Port's  revenues  from  this  major  tenant  were  approximately  $2,800,000  and 
$2,500,000  in  1978  and  1977  and  consisted  principally  of  property  rentals.  At 
June  30,  1978  outstanding  accounts  receivable  from  this  major  tenant  approximated 
$2,400,000  for  which  substantial  reserves  had  been  provided  causing  a  significant 
increase  in  operating  expenses.     On  August  4,   1978  the  major  tenant  was  adjudicated 
bankrupt. 

In  order  to  compensate  for  the  loss  of  revenue  from  this  tenant,  the  Port 
has  reduced  expenses  and  is  negotiating  with  new  steamship  lines  to  increase 
revenues  from  maritime  operations.     The  current  revenue  projections  exceed 
anticipated  operating  expenses.     Therefore,  the  qualification  on  the  previous 
year's  financial  statements  is  not  made  in  this  year's  accountants'  opinion. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1978 


3.       FACILITIES,  PROPERTY  AND  EQUIPMENT 

At  June  30,  1978  facilities,  property  and  equipment,  less  accumulated 
depreciation  and  amortization,  consisted  of  the  following: 

Estimated 
useful  life 
(ye ars) 

Land  $  99,277,236 

Buildings,  structures 

and  improvements  107,588,080  15-50 

Equipment  2,714,916  5-50 

209,580,232 

Less  depreciation  and 

amortization  56 ,409, 944 

153,170,288 

Construction  work  in  progress  3 , 189,494 

$156,359,782 


The  Revenue  Bonds  are  secured  by  a  lien  on  the  net  revenues  of  the  Port,  as 
defined,  and  are  subordinated  to  the  lien  of  the  holders  of  outstanding  general 
obligations  bonds  of  the  State  of  California  and  are  on  a  parity  with  any  future 
revenue  bonds  issued.    The  general  obligation  bonds  issued  by  the  City  are  sub- 
ordinated to  the  Revenue  Bonds  and  any  future  revenue  bonds  issued. 


The  Revenue  Bonds  of  the  Port  provide,  among  other  covenants,  that  net  revenues, 
as  defined,  be  sufficient  to  equal  1.3  times  the  debt  service  requirements  of  revenue 
bonds  for  the  ensuing  twelve  months.     At  June  30,  1978,  the  Port  met  this  provision. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 


PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1978 

4.       BONDED  DEBT  (Continued) 

The  bonds  mature  as  follows: 

General  Obligation  Bonds 
City  and 


Year  Ended 

State  of 

County  of 

Revenue 

June  30 

California 

San  Francisco 

.  Bonds 

Total 

1979 

$  2,479,000 

$  800,000 

$  250,000 

$  3,529,000 

1980 

2,439,000 

800,000 

250,000 

3,489,000 

1981 

2,439,000 

800,000 

275,000 

3,514,000 

1982 

2,314,000 

800,000 

375,000 

3,489,000 

1983 

2,314,000 

800,000 

400,000 

3,514,000 

1984-1989 

9,079,000 

4,000,000 

2,625,000 

15,704,000 

Remainder 

10,545,000 

22,000,000 

14,450,000 

46,995,000 

$31,609,000 

$30,000,000 

$18,625,000 

$80,234,000 

5.      PENSION  PLANS 

The  Port  participates  in  the  State  of  California  Public  Employees'  Retirement 
System  (PERS),  the  City  and  County  of  San  Francisco  Employees'  Retirement  System 
(ERS),  and  the  Railroad  Retirement  Act.    These  plans  are  contributory  plans  providing 
retirement,  disability  and  death  benefits  for  substantially  all  salaried  employees. 
Pension  plan  costs,  including  amortization  of  prior  service  costs  over  periods  ranging 
from  10  to  20  years,  are  charged  to  expense  and  funded  annually.    The  excess,  if  any, 
of  actuarially  computed  vested  benefits  over  the  various  pension  fund  assets  is  not 
available. 

In  May  1976,  PERS  asserted  that,  as  a  result  of  the  depooling  of  Port  employees, 
the  Port  was  required  to  fund  approximately  $2,300,000  of  prior  service  costs  and 
additional  normal  costs  over  some  future  period.     The  total  amount  to  be  funded  was 
based  upon  an  actuarial  study  conducted  in  1975.     This  additional  unfunded  liability 
has  subsequently  been  reviewed  by  an  independent  actuary,  engaged  by  the  Port,  and 
determined  to  be  appropriate  based  on  current  information  and  the  actuarial  assump- 
tions used  by  PERS.     The  Port  has  elected  to  fund  this  liability  over  a  20  year  period. 
Additionally,  the  Port's  contribution  rate  increased  from  9.37%  to  10.37%  of  covered 
employees  compensation,  effective  July  1,  1977. 

The  uncertainty  of  the  additional  pensions  costs  referred  to  in  the  preceding 
paragraph  as  of  June  30,  1977  caused  the  previous  auditors  to  express  a  qualified 
opinion  on  the  financial  statements  subject  to  the  effects,   if  any,  on  such  financial 
statements  of  the  ultimate  resolution  of  these  matters. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1978 

5.  PENSION  PLANS  (Continued) 

The  latest  actuarial  valuation  of  the  ERS  plan  was  made  as  of  June  30,  1976. 
For  the  year  then  ended  the  independent  accountant's  report  on  examination  of  the 
plan's  financial  statements  was  qualified  with  respect  to  the  ultimate  recovery  of 
the  carrying  value  of  stock  investments  of  the  plan. 

Total  pension  expense  for  1978  was  $805,000. 

6.  COMMITMENTS  AND  CONTINGENT  LIABILITIES 

The  Port  is  presently  negotiating  various  development  projects  which  may  commit 
the  Port  to  expend  significant  capital  funds,   should  negotiations  prove  successful. 
In  addition  to  the  use  of  existing  capital  outlay  funds,  the  Port  may  seek  additional 
financing  or  refinancing  to  meet  these  commitments. 

Under  a  Management  Advisory  Contract  signed  in  December  1973,  the  Port  transferred 
the  belt  railroad  operations  to  Port  Railroad,  Inc.     The  terms  of  this  agreement 
require  Port  Railroad,  Inc.  to  operate  the  railroad  for  a  period  of  twenty  years. 
The  contract  is  cancellable  by  Port  Railroad,  Inc.  after  December  1978,  upon  nine 
months'  prior  written  notice. 

The  Port  is  a  defendant  in  several  suits  arising  in  the  normal  course  of  business. 
Port  Management  believes  that  the  ultimate  liability,  if  any,   for  these  claims  would 
not  have  a  significant  affect  on  the  financial  statements. 

7.  SUBSEQUENT  EVENT 

Subsequent  to  June  30,  1978,  Pier  40  was  damaged  by  fire.     The  Pier  was 
insured  and  upon  settlement  with  the  insurance  company,  the  proceeds  of  settlement 
will  be  restricted  to  reconstruction  of  facilities  or  redemption  of  outstanding 
bonds . 
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certified  public  accountants 


Suite  2500 


Two  Embarcadero  Center 
San  Francisco,  CA  94111 
(415)  981-7720 


The  Honorable  John  C.  Farrell,  Controller 
City  and  County  of  San  Francisco 
Port  of  San  Francisco 


We  have  examined  the  balance  sheet  of  the  Port  of  San  Francisco,  as  of 
June  30,  1979  and  1978,  and  the  related  statements  of  operations,  equity  and 
changes  in  financial  position  for  the  years  then  ended.  Our  examinations  were 
made  in  accordance  with  generally  accepted  auditing  standards  and,  accor- 
dingly, included  such  tests  of  the  accounting,  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

The  land  asset  of  the  Port  of  San  Francisco  was  increased  in  prior  years 
by  approximately  $55,000,000  to  reflect  appraised  values  of  1929.  Under 
generally  accepted  accounting  principles  the  excess  of  appraised  value  over 
stated  cost  should  not  be  capitalized. 

In  our  opinion,  except  for  the  effects  of  capitalizing  the  excess  of 
appraised  value  over  stated  cost  of  land,  as  discussed  in  the  preceding 
paragraph,  such  financial  statements,  present  fairly  the  financial  position  of 
the  Port  of  San  Francisco  at  June  30,  1979  and  1978,  and  the  results  of  its 
operations  and  the  changes  in  its  financial  position  for  the  years  then  ended, 
in  conformity  with  generally  accepted  accounting  principles  applied  on  a  con- 
sistent basis. 


« 


November  26,  1979 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 


I 


PORT  OF  SAN  FRANCISCO 
BALANCE  SHEET 
JUNE  30,  1979  AND  1978 

ASSETS 


1979  1978 


Current  assets 

Cash  $  3,264,201  $  260,016 
Accounts  receivable  (less  allowance  for  doubtful 

accounts  of  $2,934,629  and  $2,459,544)  2,847,228  3,192,039 

Materials  and  supplies  (Note  1)  306,215  210,814 

Prepaid  insurance  313,575  318,984 

Total  current  assets  6,731 ,219  3,981 ,853 

Restricted  assets  (Note  1  and  3) 
Cash  and  investments 

Capital  outlay  5,337,084  8,172,445 

Bonded  interest  and  redemption  2,081,306  1,935,994 

Accrued  interest  receivable  185,198  134,781 

Receivable  from  the  City  and  County  of  San 

Francisco  -  Revenue  Sharing  Program   91,112   91,112 

7,694,700  10,334,332 

Facilities,  property  and  equipment  (Notes  1  and  4),  net      157,229,895  156,359,782 

Deposits  655,097  451,354 


$172,310.911  $171.127,321 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


I 


LIABILITIES  AND  EQUITY 


1979  1978 

Current  liabilities 

Accrued  expenses  $    2,499,958  $  1,422,987 

Payable  to  the  City  and  County  of  San  Francisco  809,290  870,824 

Deferred  income  (Note  1)                                      .  .  125,660  104,766 

Bond  interest  payable  420,667  441,605 

Bonded  debt  maturing  within  one  year  (Note  5)  3,489,000  3,529,000 

Total  current  liabilities  7,344,575  6,369,182 

l<ease  deposits  and  customer  advances   669 ,354   669 ,028 

Jonded  debt,  less  current  maturities  (Note  5)  73,216 ,000  76,705,000 


Commitments  and  contingent  liabilities 
(Notes  3,6,7  and  8) 


Iquity 
Accumulated  earnings 
Contributions  in  aid  of  construction 
Revaluation  of  property  (Note  1) 


23,307,042 
11,710,738 
56,063,202 

91,080,982 


21,076,268 
10,244,641 
56,063,202 

87,384,111 


$172,310,911 


$171,127,321 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATIONS 
YEARS  ENDED  JUNE  30,  1979  AND  1978 


Operating  revenues 
Property  rentals 
Wharfage,  dockage  and  demurrage 
Commercial  power 
Interest  income 
Other 


Operating  expenses 
Interest  expense 
Maintenance 

Depreciation  and  amortization 

Operations 

Commercial  power 

Fire  boat  operations 

Insurance 


Operating  income 

Non-operating  income 

Fire  insurance  proceeds  (Note  3) 


1  Q7Q 

1  Q7R 

ly  /  o 

V  J.  U  ,  /  UO  ,  4 

6,048,508 

4,023,379 

1,494,952 

1,777,577 

1,131,269 

849,543 

1,107,363 

1,463,746 

X  O , OZU , DOU 

3,994,363 

4,102,199 

4,682,157 

4,337,997 

2,967,167 

3,018,519 

3,072,250 

4,547,314 

1,155,486 

1,363,748 

694,516 

468,257 

764,326 

790,536 

17,330,265 

18,628,570 

2,013,164 

192,107 

217,610 

Net  income 


$  2,230,774 


192.107 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  EQUITY 
YEARS  ENDED  JUNE  30,  1979  AND  1978 


Contributions 

Total  Accumulated  in  aid  of  Revaluation 

Equity  Earnings  Construction        of  Property 

Balance,  July  1,  1977  $86,034,711        $20,884,161        $  9,087,348  $56,063,202 

Net  income  as  pre- 
viously reported  1,300,516  1,300,516 

Restatement  for  federal 

aid  (Note  2)  (1,108,409)  1,108,409 

Additions  to  contribu- 
tions in  aid  of 

construction  48,884    48,884   


Balance  at  June  30,  1978 

as  restated  87,384,111         21,076,268         10,244,641  56,063,202 

Net  income  2,230,774  2,230,774 

Federal  aid  1,418,706  1,418,706 

Additions  to  contribu- 
tions in  aid  of 

construction  47 ,391    47 ,391   


Balance,  June  30,  1979         $91,080,982        $23,307,042        $11,710,738  $56,063,202 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 
YEARS  ENDED  JUNE  30,  1979  AND  1978 


1979 


Working  capital  provided  from 
Net  income 

Add  charges  not  affecting  working  capital 
Depreciaton  and  amortization 

Working  capital  provided  from 
operations 

Decrease  in  restricted  assets 

Additions  to  contributions  in  aid  of  construction 
Decrease  in  deposits 
Federal  aid 

Total  working  capital  provided 

Working  capital  used  for 

Retirement  of  long-term  debt 

Additions  to  facilities,  property  and  equipment 
Decrease  in  lease  deposits  and  customer  advances 
Increase  in  deposits 

Total  working  capital  used 

Increase  (decrease)  in  working  capital 

Changes  in  working  capital 

Increase  (decrease)  in  current  assets 
Cash 

Accounts  receivable 
Materials  and  supplies 
Prepaid  insurance 


(Increase)  decrease  in  current  liabilities 
Accrued  expenses 

Payable  to  the  City  and  County  of  San  Francisco 

Deferred  income 

Bond  interest  payable 

Current  portion  of  long-term  debt 


$2,230,774 

2,967,167 

5,197,941 

2,639,632 
47,391 

1,418,706 

9,303,670 

3,489,000 
3,836,954 

203,743 

7,529,697 

$1,773,973 


$3,004,185 
(344,811) 
95,401 
(5,409) 
2,749,366 


(1,076,971) 
61,534 
(20,894) 
20,938 
40,000 
(975,393) 


1978 

$  192,107 

3,018,519 

3,210,626 

496,552 
48,884 
577,325 
1,108,409 

5,441 ,796 


3,529,000 
2,492,257 
238,614 


6,259,871 
$  (818,075) 


$  (818,707) 
1,369,506 
(95,462) 
(10,936) 
444,401 


133,011 
(635,217) 
51,792 
12,938 
(825,000) 
(1,262,476) 


Increase  (decrease)  in  working  capital 


$1,773,973 


$  (818,075) 


The  accompanying  notes  are  an  integral 
part  of  these  financial  statements. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1979  AND  1978 


1.         SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Organization  and  method  of  accounting  -  Prior  to  February  7,  1969,  the 
Port  of  San  Francisco  ( "Port" )  was  owned  by  the  State  of  California.  On 
February  7,  1969,  the  Port  was  transferred  to  the  City  and  County  of  San 
Francisco  ("City")  under  the  terms  and  conditions  specified  in  the  State  of 
California  statutes  of  1968,  Chapter  1333,  as  amended,  and  as  ratified  by  the 
general  election  of  the  City  and  County  of  San  Francisco  on  November  5,  1968. 

The  Port  is  an  enterprise  fund  of  the  City.  All  the  accounts  of  the 
Port  are  maintained  on  the  accrual  basis. 

Revenue  recognition  -  Lease  revenue  from  the  rental  of  building  spaces, 
ground  areas  and  facilities  is  accounted  for  under  the  "operating  method". 
Under  this  method,  lease  revenue  is  earned  as  it  becomes  due  over  the  term  of 
the  lease,  and  the  related  expenses  including  depreciation  and  maintenance  are 
included  in  operating  expense  as  incurred. 

Materials  and  supplies  -  Materials  and  supplies  are  used  for  construc- 
tion or  maintenance  of  Port  facilities  and  are  stated  at  cost  (principally 
average  cost). 

Facilities,  property  and  equipment-  Facilities,  property  and  equipment 
are  stated  at  cost  except  that  the  land  asset  was  increased  in  prior  years  by 
approximately  $56,000,000  to  reflect  appraised  values  of  1929.  Depreciation 
is  provided  on  the  straight-line  method  based  upon  the  estimated  useful  lives 
of  the  related  depreciable  assets. 

Maintenance,  repairs  and  minor  replacements  are  expensed  as  incurred. 
Expenditures  for  major  replacements  and  improvements  resulting  in  increased 
value  or  extension  of  useful  lives  are  capitalized,  unless  such  costs  are 
reimbursed  by  tenants.  The  cost  of  the  improvements  and  related  reimbursement 
are  deferred  until  completed,  at  which  time  the  costs  and  related  revenue  are 
recognized  in  the  statement  of  operations. 

The  cost  and  related  accumulated  depreciation  of  assets  retired  or 
otherwise  disposed  of  are  eliminated  from  the  accounts  in  the  year  of  retire- 
ment or  disposal  with  the  resulting  gain  or  loss,  if  any,  included  in  current 
operations . 

Depreciation  applicable  to  facilities  and  equipment  acquired  through 
donations  is  charged  against  current  operations.  Upon  completion  of  construc- 
tion on  those  facilities  financed  by  grant  funds,  the  related  depreciation 
will  be  charged  directly  against  contributions  in  aid  of  construction. 

The  cost  of  acquisition  and  construction  of  major  facilities  and  equip- 
ment is  recorded  in  construction  in  progress.  As  facilities  are  completed  and 
become  operative  they  are  transferred  to  the  facilities  and  equipment 
accounts . 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES  (Continued) 

Interest  expense  -  Interest  expense  incurred  during  the  construction 
period  on  major  construction  projects  funded  by  revenue  bond  proceeds  has  been 
capitalized  and  is  being  amortized  over  forty  years.  All  other  interest  costs 
are  charged  against  current  operations.  No  interest  was  capitalized  during 
1979  or  1978. 

Restricted  assets  -  Investments  included  in  restricted  assets  are  stated 
at  the  lower  of  cost  or  market,  less  amortization  of  bond  premiums  or 
discounts. 

Investment  of  funds  deposited  for  capital  outlay  are  made  by  the  City  on 
behalf  of  the  Port.  Investment  of  funds  deposited  for  bond  interest  and 
redemption  is  made  by  the  fiscal  agent  for  the  Port. 

Reclassification  -  Certain  reclassifications  have  been  made  to  1978 
financial  statements  to  conform  to  the  1979  presentation. 

2.  RESTATEMENTS  OF  PRIOR  YEAR'S  FINANCIAL  STATEMENTS 

Fiscal  year  1978  has  been  restated  to  correct  prior  reporting  of  federal 
aid.  To  the  extent  that  such  aid  is  used  for  capital  projects,  it  is  reported 
as  additional  contributions  in  aid  of  construction.  This  restatement  has 
resulted  in  a  reduction  of  net  income  for  the  year  ended  June  30,  1978,  in  the 
amount  of  $1,108,409  and  an  increase  in  contributions  in  aid  of  construction 
in  the  same  amount.  This  restatement  also  resulted  in  a  reclassification  of 
$179,109  from  non-operating  income  to  other  operating  revenues  for  the  year 
ended  June  30,  1978. 

3.  FIRE  INSURANCE  PROCEEDS 

On  August  7,  1978,  Pier  40  was  destroyed  by  fire.  The  Port  has  received 
insurance  proceeds  amounting  to  $217,610  in  partial  settlement  of  the  loss. 
An  additional  $194,307  may  be  received  if  the  Port  reconstructs  the  bulkhead 
building  at  a  cost  of  not  less  than  $388,614. 

Under  the  terms  of  the  revenue  bond  convenants,  the  insurance  proceeds 
may  be  used  for  reconstruction  of  the  property  or  for  construction  of  other 
related  property.  If  the  proceeds  are  not  used  for  these  purposes,  they  must 
be  applied  to  the  redemption  of  bonds  as  provided  in  Article  III,  Port 
Commission  Resolution  Number  5231. 

At  June  30,  1978,  the  Port  had  taken  no  action  with  respect  to  the  use 
of  the  insurance  proceeds  and  has  included  them  in  the  capital  outlay  fund. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


A.         FACILITIES,  PROPERTY  AND  EQUIPMENT 

At   June   30,    1979   and   1978,   facilities,   property  and  equipment,  less 
accumulated  depreciation  and  amortization,  consisted  of  the  following: 


Estimated 
useful  life 
1979  1978  (years) 


Land                                      $100,729,521  $  99,277,236 
Buildings,  structures 

and  improvements                110,439,053  107,588,080  15-50 

Equipment                                   2,751,077  2,714,916  5-40 

213,919,651  209,580,232 

Less  depreciation  and 

amortization                        59,725 ,450  56,409,944 

154,194,201  153,170,288 

Construction  work  in 

progress                                 3,035,694  3,189,494 

$157,229,895  $156,359,782 


The  revenue  bonds  are  secured  by  a  lien  on  the  net  revenues  of  the  Port, 
as  defined,  and  are  subordinated  to  the  lien  of  the  holders  of  outstanding 
general  obligation  bonds  of  the  State  of  California  and  are  on  a  parity  with 
any  future  revenue  bonds  issued.  Tne  general  obligation  bonds  issued  by  the 
City  are  subordinated  to  the  revenue  bonds  and  any  future  revenue  bonds 
issued. 


The  revenue  bonds  of  the  Port  provide,  among  other  convenants,  that  net 
revenues,  as  defined,  be  sufficient  to  equal  1.3  times  the  debt  service 
requirements  of  revenue  bonds  for  the  ensuing  twelve  months.  At  June  30,  1979 
and  1978,  the  Port  complied  with  this  provision. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


5.         BONDED  DEBT 

Bonded  debt  consisted  of  the  following; 


Year 
Last 

Interest  Series 
Rates  Matures 


General  obligation  bonds: 
State  of  California: 

India  Basin  1909  4Z  1985 

Second  Seawall  1909  4Z  1985 

Third  Seawall  1913  4Z  1989 

Fourth  Seawall  1929,  Series  A  to  G  1.5  -  3.25Z  1983 

Fifth  Seawall  1958,  A,  B,  F  and  H  1.0  -  5.5Z  1998 

City  and  County  of  San  Francisco  - 
Harbor  Improvement  1971: 

Series  A  4.5  -  6.0Z  2003 

Series  B.  5.4  -  6.75Z  2005 

Total  general  obligation  bonds 

Revenue  bonds: 

Series  A  1969  1.0  -  8.5Z  1999 

Series  B  1971  5.25  -  6.75Z  2001 


Total  revenue  bonds 


 Balance  at  June  30,   

1979  1978  

Current  Long-term  Current  Long-term 


5  14,000 
115,000 
135,000 
165,000 

2,010,000 


$ 


59,000 
557,000 
1,185,000 
245,000 
24,645,000 


;  14,000 
115,000 
135,000 
205,000 

2,010,000 


$ 


73,000 
672,000 
1,320,000 
410,000 
26,655,000 


800,000 


3,239,000 


18,400,000 
10,000,000 

55,091,000 


100,000 
150,000 


10,100,000 
8,025,000 


250,000 


18,125,000 


800,000 


3,279,000 


19,200,000 
10,000,000 

58,330,000 


100,000 
150.000 


10,200,000 
8,175,000 


250,000  18,375,000 


$3,489,000  $73,216,000 


$3,529,000  $76,705,000 


CITY  AND  COUKTi'  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


5.        BONDED  DEBT  (Continued) 

The  bonds  mature  as  follows: 


City  and 


Year  ended 

State  of 

County  of 

Revenue 

June  30 , 

California 

San  Francisco 

Bonds 

Total 

1980 

$  2,439,000 

$  800,000 

$  250,000 

$  3,489,000 

1981 

2,439,000 

1,200,000 

275,000 

3,914,000 

1982 

2,314,000 

1,200,000 

375,000 

3,889,000 

1983 

2,314,000 

1,200,000 

400,000 

3,914,000 

1984 

1,899,000 

1,200,000 

400,000 

3,499,000 

1985-1980 

8,920,000 

6,000,000 

2,925,000 

17,845,000 

Remainder 

8,805,000 

17,600,000 

13,750,000 

40,155,000 

$29,130,000 

$29,200,000 

$18,375,000 

$76,705,000 

6.         PENSION  PLANS 

The  Port  participates  in  the  State  of  California  Public  Employees' 
Retirement  System  (PERS),  the  City  and  County  of  San  Francisco  Employees' 
Retirement  System  (ERS),  and  the  Railroad  Retirement  Act.  These  plans  are 
contributory  plans  providing  retirement,  disability  and  death  benefits  for 
substantially  all  salaried  employees.  Pension  plan  costs,  including  amor- 
tization of  prior  service  costs  over  periods  ranging  from  10  to  20  years,  are 
charged  to  expense  and  funded  annually.  The  excess,  if  any,  of  actuarially 
computed  vested  benefits  over  the  various  pension  fund  assets  is  not 
available. 

In  May  1976,  PERS  asserted  that,  as  a  result  of  the  depooling  of  Port 
employees,  the  Port  was  required  to  fund  approximately  $2,300,000  of  prior 
service  costs  and  additional  normal  costs  over  some  future  period.  The  total 
amount  to  be  funded  was  based  upon  an  actuarial  study  conducted  in  1975.  This 
additional  unfunded  liability  has  subsequently  been  reviewed  by  an  independent 
actuary,  engaged  by  the  Port,  and  determined  to  be  appropriate  based  on 
current  informatiion  and  the  actuarial  assumptions  used  by  PERS.  Tne  Port  has 
elected  to  fund  this  liability  over  a  20  year  period.  Additionally,  the 
Port's  contribution  rate  increased  from  9.37%  to  10.37%  of  covered  employees 
compensation,  effective  July  1,  1977  and  to  14.29%  effective  July  1,  1978. 
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CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


6.        PENSION  PLANS  (Continued) 

The  latest  acturial  valuation  of  the  ERS  plan  was  made  as  of  June  30, 
1976.  For  the  year  then  ended  the  independent  accountant's  report  on  examina- 
tion of  the  plan's  financial  statements  was  qualified  with  respect  to  the 
ultimate  recovery  of  the  carrying  value  of  stock  investments  of  the  plan. 

The  total  pension  expense  for  1979  and  1978  was  $751,923  and  $805,480, 
respectively . 


7.         TRANSACTIONS  WITH  MAJOR  TENANTS 

During  the  year  ended  June  30,  1978,  the  Port  has  included  operating 
revenues  of  approximately  $2,800,000  from  a  major  maritime  tenant  which  was 
adjudicated  a  bankrupt  in  August  1978.  At  June  30,  1979  and  1978  accounts 
receivable  approximated  $2,000,000  from  this  major  tenant  has  been  fully 
reserved  which  was  charged  to  operating  expenses  in  1978. 

During  the  year  ended  June  30,  1979,  the  Port  has  included  operating 
revenues  of  approximately  $750,000  from  another  maritime  tenant  which  was 
adjudicated  a  bankrupt  in  December  1978.  At  June  30,  1979,  outstanding 
accounts  receivable  from  this  tenant  approximated  $260,000  which  has  been 
fully  reserved  by  a  charge  to  operating  expenses. 


8.         COMMITMENTS  AND  CONTINGENT  LIABILITIES 

The  Port  is  presently  negotiating  various  development  projects  which  may 
commit  the  Port  to  expend  significant  capital  funds,  should  negotiations  prove 
successful.  In  addition  to  the  use  of  existing  capital  outlay  funds,  the  Port 
may  seek  additional  financing  or  refinancing  to  meet  these  commitments. 

Under  a  Management  Advisory  Contract  signed  in  December  1973,  the  Port 
transferred  the  belt  railroad  operations  to  Port  Railroad,  Inc.  Tne  terms  of 
this  agreement  require  Port  Railroad,  Inc.  to  operate  the  railroad  for  a 
period  of  twenty  years.  The  contract  is  cancellable  by  Port  Railroad,  Inc. 
after  December  1978,  upon  nine  months'  prior  written  notice. 


CITY  AND  COUNTY  OF  SAN  FRANCISCO 

PORT  OF  SAN  FRANCISCO 

NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 

JUNE  30,  1979  AND  1978 


8.        COMMITMENTS  AND  CONTINGENT  LIABILITIES  (Continued) 

The  Port  is  a  defendant  in  thirty-one  lawsuits;  most  of  these  deal  with 
personal  injury  or  property  damage  as  a  result  of  fire,  and  are  adequately 
covered  by  insurance.  A  substantial  number  of  these  lawsuits  are  in  the 
discovery  stages  and  counsel  to  the  Port  cannot  express  an  opinion  as  to  the 
possible  outcome  of  that  litigation.  In  the  opinion  of  counsel,  the  likeli- 
hood of  an  unfavorable  outcome  is  probable  in  some  of  these  suits  and  pursuant 
to  Statement  No.  5  of  the  Financial  Accounting  Standards  Board  a  charge  to 
operating  expenses  has  been  provided  for  the  amount  of  the  deductible  under 
the  applicable  insurance  policy  for  the  year  ended  June  30,  1979. 
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INDEPENDENT  AUDITORS'  REPORT 


THE  HONORABLE  EDWARD  HARRINGTON,  CONTROLLER, 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


We  have  audited  the  accompanying  balance  sheet  of  the 
PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port")  as  of  June  30,  1992  and  1991,  and  the  related 
statements  of  operations,  equity,  and  cash  flows  for  the  years  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Port's  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  our  audits. 


We  conducted  our  audits  in  accordance  with  generally  accepted 
auditing  standards.  Those  standards  require  that  we  plan  and  perform  the 
audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements 
are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used 
and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that  our  audits  provide 
a  reasonable  basis  for  our  opinion. 


In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly,  in  all  material  respects,  the  financial  position  of  the  Port  as  of 
June  30,  1992  and  1991,  and  the  results  of  its  operations  and  its  cash  flows 
for  the  years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles . 


October  1,  1992 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

BALANCE  SHEET 
JUNE  30,    1992  AND  1991 
(In  thousands) 


ASSETS 


LIABILITIES  AND  EQUITY 


1992 


1991 


CURRENT  ASSETS: 

Cash  and  investments,   held  in  City  Treasury  - 

Port  operating  fund 
Receivables 

Materials  and  supplies 

Prepaid  insurance  and  other  assets 

Total  Current  Assets 

RESTRICTED  ASSETS: 

Cash  and  short-term  investments: 
Capital  outlay 
Bond  interest  and  redemption 
Lessee  deposits  held  in  trust 


Total  Restricted  Assets 
PROPERTY,  PLANT,  AND  EQUIPMENT 
LONG-TERM  RECEIVABLE 

TOTAL  ASSETS 


Net 


$  19,966 
8,  889 
1,  453 
 m 


12, 000 
10,241 
1  -784 

24  .  025 

187. 123 

605 


$242, 979 


$  20,343 
7,455 
1,  375 

922 

30.0  95 


12, 972 
10,486 
 1  .800 

25.258 

189.543 

552 


$245,448 


CURRENT  LIABILITIES: 


Accounts  payable  and  accrued  liabilities 

$  7,819 

$  8,997 

Current  maturities  of  long-term  debt 

3,575 

3,  760 

Accrued  bond  interest  payable 

153 

175 

Total  Current  Liabilities 

11.547 

12. 932 

PAYABLE  FROM  RESTRICTED  ASSETS: 

Accrued  bond  interest  payable 

2,  385 

2,448 

Lessee  deposits 

1,784 

1,800 

Deferred  grants 

7  5 

44 

Total  payable  from  restricted  assets 

4.?44 

4.29? 

DEFERRED  REVENUE 

321 

419 

LONG-TERM  DEBT  -  Net  of  current  maturities 

57.387 

71 .138 

Total  Liabilities 

83.4  99 

88.781 

EQUITY: 

Contributed  capital 

20, 132 

19,  294 

Revaluation  of  property 

56, 063 

56, 063 

Retained  earnings 

83, 285 

81.310 

Total  Equity 

159.480 

156.667 

TOTAL  LIABILITIES  AND  EQUITY 

$242, 979 

$245,448 

The  accompanying  notes  are  an  integral  part  of  this  statement. 

2 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATIONS 
YEARS  ENDED  JUNE  30,    1992  AND  1991 
(In  thousands) 


1992 


1991 


OPERATING  REVENUES: 

Property  rentals  -  commercial 
Property  rentals  -  maritime 
Wharfage,   dockage,   and  demurrage 
Commercial  power 
Other 


$18,549 
6,288 
7,  721 
989 
 ^ 


$18, 880 
6,018 
6,  983 
992 
 2^ 


Total  Operating  Revenues 


33, 982 


33,124 


OPERATING  EXPENSES: 
Operations 
Maintenance 
Depreciation 
Commercial  power 
Fire  boat  operations 


12,704 
10,445 

4,  644 
791 

1,187 


11, 574 
12, 574 

5, 114 
794 

1,295 


Total  Operating  Expenses 
Operating  Income 


29.771 
4.211 


31.351 
1,773 


OTHER  INCOME    (EXPENSE) : 
Interest  income 
Interest  expense 
Earthquake  damages  and  expenses 
Federal  and  state  earthquake  assistance 
Litigation  settlement 
Other 


2,147 
(  4,383) 
(  1,757) 

1,757 


2,  329 
(  4,479) 
(  535) 
535 
(  3,115) 
 Z 


Total  Other  Income  (Expense) 


(  2,236) 


(  5.263) 


NET  INCOME  (LOSS) 


$  1,975 


($  3,490) 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF   SAN  FRANCISCO 
STATEMENT  OF  EQUITY 
YEARS  ENDED  JUNE  30,    1992  AND  1991 
(In  thousands) 


Contributed       Revaluation  Retained  Total 

Capital  of  Property  Earnings  Equity 


BALANCES  AS  OF  JUNE  30,   1990         $18,156  $56,  063  $84,  800  $159,019 


Capital  grants 


1,138 


1, 138 


Net  loss  for  the  year 
ended  June  30,  1991 


{     3.490)        (   3.490) 


BALANCES  AS  OF  JUNE   30,    1991  19,294 


56, 063 


81, 310 


156, 667 


Capital  grants 


838 


838 


Net  income  for  the  year 
ended  June  30,  1992 


lr975 


lr975 


BALANCES  AS  OF  JUNE  30,    1992         $20,  132  $56,  063  $83,  285  $  159,  480 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  CASH  FLOWS 
YEARS  ENDED  JUNE  30,    1992  AND  1991 
(In  thousands) 


1992 


1991 


CASH  FLOWS  FROM  OPERATING  ACTIVITIES: 
Operating  income 

Adjustments  to  reconcile  operating  income  to  net  cash 
provided  by  operating  activities: 
Depreciation 

Provision  for  uncollectible  accounts 
Net  deferral    (recognition)   of  deferred  revenue 
Changes  in  assets  and  liabilities: 
(Increase)   decrease  in: 
Receivables 

Materials  and  supplies 
Prepaid  insurance  and  other  assets 
Increase   (decrease)  in: 

Accounts  payable  and  accrued  liabilities 

Net  cash  provided  by  operating  activities 


5  4,211 


4,  644 
83 

(  98) 


(  990) 
(  78) 
4 

(  2.473) 
5.303 


$  1,773 


5,  114 
203 
84 


(  558) 
43 

(  35) 

1.310 
7.  934 


CASH  FLOWS  FROM  NONCAPITAL  FINANCING  ACTIVITIES: 
Litigation  settlement 
Proceeds  from  disaster  assistance 
Earthqua)<e  damages  and  expenses 

Net  cash  provided  by   (used  for)    noncapital  financing 
activities 


782 

462) 


.222. 


(  3,115) 
1,  009 
(      1  .229) 

(  3.3351 


CASH  FLOWS  FROM  CAPITAL  FINANCING  ACTIVITIES: 

Acquisition  and  construction  of  property,   plant  and 

equipment 
Capital  grants  received 
Principal  payments  on  long-term  debt 
Interest  payments  on  long-term  debt 
Interest  income  capitalized 

Proceeds  on  sale  of  property  and  equipment 
Net  cash  used  for  capital  financing  activities 


(      1,  690) 
1,  183 
(  4,035) 
(  5,884) 
981 

(  9.445) 


(  3,313) 
2,548 
(  3,325) 
(      6,  089) 
1,233 
 Z 

(      8. 944) 


CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 

Net  decrease  in  restricted  cash  and  investments 
Interest  income  received 

Net  cash  provided  by  investing  activities 


1,217 
2.228 

3-445 


894 
2.393 

■3,287 


NET  DECREASE  IN  CASH  AND  CASH  EQUIVALENTS 


377) 


(  1,058) 


CASH  AND  CASH  EQUIVALENTS: 
Beginning  of  year 

End  of  year 


$  19, 966 


?1 -401 
S  20,  343 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 


NOTE  1   -  SIGNIFICANT  ACCOUNTING  POLICIES: 
Organization : 

The  Port  of  San  Francisco  ("Port")  is  an  enterprise  fund  of  the  City 
and  County  of  San  Francisco  ("City").  A  five-member  Port  Commission  is 
responsible  for  its  operation,  development,  and  maintenance.  Commission 
members  are  appointed  by  the  City's  Mayor  for  terms  of  four  years.  The 
Port  is  an  integral  part  of  the  City,  and  the  accompanying  financial 
statements  are  included  as  a  component  of  the  City's  Comprehensive  Annual 
Financial  Report. 

Prior  to  February  1969,  the  Port  was  owned  by  the  State  of  California 
("State")  and  administered  by  the  San  Francisco  Port  Authority,  a  State 
agency.  In  February  1969,  the  Port  was  transferred  in  trust  to  the  City 
under  the  terms  and  conditions  specified  in  the  State  statutes  of  1968, 
Chapter  1333  ("Burton  Act"),  as  amended,  and  ratified  by  the  City's 
voters  in  November  1968. 

Under  the  terms  of  the  Burton  Act,  the  State  Legislature  reserved  the 
right  to  amend,  modify,  or  revoke,  in  whole  or  in  part,  the  transfer  of 
lands  in  trust,  provided  that  the  State  would  then  assume  all  lawful 
obligations  related  to  such  lands. 

The  Port's  revenue  is  derived  from  both  commercial  rental  and 
maritime  operations.  All  of  the  Port's  tenants,  and  substantially  all  of 
its  other  customers,   are  located  in  the  City. 

Materials  and  Supplies: 

Materials  and  supplies  are  used  for  construction  and  maintenance  of 
Port  facilities  and  are  stated  at  cost,   on  a  first-in,   first-out  basis. 

Property,   Plant  and  Equipment: 

Land  transferred  to  the  City  in  February  1969  is  stated  at  an  amount 
which  includes  an  increase  over  historical  cost  of  $56,063,000.  This 
amount  was  recorded  by  the  State  in  prior  years  to  reflect  appraised 
values  in  1929.  The  Port's  management  estimates  that  the  fair  market 
value  of  such  land  significantly  exceeded  recorded  amounts  at  the  time  of 
the  transfer. 

Other  property,  plant  and  equipment  is  carried  at  cost  or  at  fair 
market  value  at  the  date  received  in  the  case  of  property  received  by 
donation  or  by  termination  of  a  lease. 

Depreciation  is  computed  by  use  of  the  straight-line  method  over  the 
estimated  useful  lives  of  the  assets.  Land  improvements  (principally 
pavement  and  railroad  tracks)  with  a  cost  of  approximately  $18  million 
are  not  depreciated  because,  in  the  opinion  of  management,  the  assets 
will  be  maintained  to  provide  indefinite  useful  lives.  Maintenance  and 
repairs  are  expensed  as  incurred. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  1   -  SIGNIFICANT  ACCOUNTING  POLICIES    (Continued) : 

Property^   Plant  and  Equipment  (Continved)  : 

Interest  paid  on  bond  funds  used  for  construction  purposes,  less 
interest  earned  on  the  temporary  investment  of  the  proceeds  of  such  tax- 
exempt  borrowings,  is  capitalized  from  the  date  of  borrowing  through  the 
construction  period. 


Statement  of  Cash  Flows: 

For  purposes  of  the  statement  of  cash  flows,  all  unrestricted  cash 
and  highly  liquid  investments  with  maturities  of  three  months  or  less, 
when  purchased,   are  considered  to  be  cash  equivalents. 


NOTE  2   -  CASH  AND  INVESTMENTS: 

The  Port  maintains  its  cash  and  investments  and  a  portion  of  its 
restricted  asset  cash  and  investments  as  part  of  the  City's  pool  of  cash  and 
investments.  The  City's  pool  is  invested  pursuant  to  investment  policy 
guidelines  established  by  the  City  Treasurer.  The  objectives  of  the  policy 
are,  in  order  of  priority,  preservation  of  capital,  liquidity,  and  yield.  The 
policy  addresses  soundness  of  financial  institutions  in  which  the  City  will 
deposit  funds,  types  of  investment  instruments  as  permitted  by  the  California 
Government  Code,  and  the  percentage  of  the  portfolio  which  may  be  invested  in 
certain  instruments  with  longer  terms  to  maturity.  In  addition,  a  City 
ordinance  prohibits  deposits  and  investments  with  financial  institutions 
having  specified  relations  with  either  the  government  of  South  Africa  or 
certain  private  entities  doing  business  with  or  in  South  Africa.  The 
Comprehensive  Annual  Financial  Report  of  the  City  categorizes  the  level  of 
risk  associated  with  the  City's  pooled  cash  and  investments. 

At  June  30,  1992  and  1991,  cash  and  investments  held  by  trustees 
include  $10,241,000  and  $10,486,000,  respectively,  invested  in  a  U.S.  Agency 
government  fund.  The  cost  approximates  market  value  and  the  investments  may 
be  withdrawn  on  demand. 

At  June  30,  1992  and  1991,  lessee  deposits  held  in  trust  include 
$970,000  and  $858,000,  respectively,  invested  in  short-term,  renewable 
certificates  of  deposit.  The  cost  approximates  market  value  and  the  deposits 
are  insured  and  held  by  the  Port  in  its  own  name. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  3  -  RECEIVABLES: 


At  June  30,   1992  and  1991,   receivables  consisted  of: 


1992  1991 
(In  thousands) 

Trade  accounts  receivable                                                     $  3,902  $  2,988 

Less  allowance  for  doubtful  accounts                                        410  327 

3,492  2,661 

City  and  County  of  San  Francisco  -  grants  815 

City  and  County  of  San  Francisco  -  general                             114  32 

Accrued  interest  receivable                                                        690  824 

Accrued  revenue  and  other  receivables                                        155  161 

Grants  receivable  789  288 
Federal  and  state  disaster  assistance 

receivable                                                                                3, 649  2,  674 

$  8,889  $  7,455 


As  discussed  in  Note  12,  the  federal  and  state  disaster  assistance 
receivable  represents  the  excess  of  approved  federal  and  state  assistance 
relating  to  the  Loma  Prieta  earthquake  over  amounts  received. 


NOTE  4   -  PROPERTY,    PLANT,    AND  EQUIPMENT: 


At   June   30,    1992   and  1991,    property,    plant   and  equipment  consisted 

of: 

Estimated 
1992  1991  Useful  Life 

(In  thousands)  (Years) 


Land  and  land  improvements  $113,136  $113,136 
Buildings,   structures  and 

related  improvements  171,352  171,341  5-59 

Equipment  4.149  3. 921  5-25 

Total  288,637  288,398 

Less  accumulated  depreciation  (    106, 325)  (    101, 847) 

Net  182,312  186,551 

Construction  work  in  progress  4^811  2  ^  992 

Total  $  187,123  $  189,  543 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  4   -  PROPERTY,    PLANT,    AND  EQUIPMENT      (Continued) : 

Total  interest  cost  was  $5,898,000  and  $6,129,000  for  fiscal  years 
1992  and  1991,  of  which  $1,515,000  and  $1,650,000  was  capitalized, 
respectively.  Total  interest  earned  was  $3,128,000  and  $3,562,000  for  fiscal 
years  1992  and  1991,  of  which  $981,000  and  $1,233,000  was  capitalized, 
respectively . 

The  cost  of  fully  depreciated  assets  still  in  use  was  approximately 
$65,700,000  and  $58,900,000  at  June  30,   1992  and  1991,  respectively. 


NOTE  5   -  ACCOUNTS  PAYABLE  AND  ACCRUED  LIABILITIES: 

At  June  30,    1992  and  1991,    accounts  payable  and  accrued  liabilities 
consisted  of: 

1992  1991 

(In  thousands) 

Accounts  payable                                                                        $1,052  $1,456 

Due  to  the  City  and  County  of  San  Francisco                            426  1,744 

Accrued  liabilities                                                                            846  816 

Accrued  payroll  and  related  costs                                             2,068  2,849 

Accrued  earthquake  related  expenses                                       3, 427  2, 132 

$7,  819  $8,  997 


NOTE  6  -  LONG-TERM  DEBT: 

At  June  30,   1992  and  1991,   long-term  debt  consisted  of: 

Fiscal 

Interest  Year  Last   Balance  

Rate  Series 
(%)  Matures  1992  1991 

(In  thousands) 

General  Obligation  Bonds: 

State  of  California: 
Fifth  Seawall  1958, 

Series     F,   G,   and  H  2.50    -    4.85  1999  $  5,055  $  6,110 

City  and  County  of 

San  Francisco  -  Harbor 

Improvement  1971: 

Series  A  4.5      -    5.25  2003  8,800  9,600 

Series  B  6.3  2005  5.200  5.600 

Total  General 

Obligation  Bonds  19.  055  21. 310 
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PORT  COMMISSION 
.   CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  6  -  LONG-TERM  DEBT      (Continued) : 


Revenue  Bonds: 

Series  A  1969 
Series  B  1971 
Series  C  1984 

Total  Revenue  Bonds 

Total  Long  Term-Debt 

Less: 

Current  maturities 
Unamortized  discount  - 
Revenue  Bond  Series  C 


Interest 
Rate 
(%) 


7.2 
5.5 
9.5  -11.5 


Fiscal 
Year  Last 
Series 
Matures 


Balance 


1999 
2001 
2009 


1992  1991 
(In  thousands) 


$  6,700 
5,  000 
41.350 

53.050 

72, 105 

3,  575 
1,143 


$  7,300 
5,  625 
41,905 

54,830 
76, 140 

3,  760 

1,242 


Net  Long-Term  Debt 


$67, 387 


$71, 138 


The  bonds  mature  as  follows: 


Year  Ending  June  30 
 (In  thousands) 


State  of 
California 


City  and  County 
of 

San  Francisco 


Revenue 
Bonds 


Total 


1993 
1994 
1995 
1996 
1997 
Thereafter 


1,  055 
1,  055 
1,  045 

670 
660 

 m 


1,200 
1,200 
1,200 
1,200 
1,200 
8,  000 


$  1,320 
1,755 
1,925 
2, 120 
2,  455 
43,475 


;  3,575 
4,  010 
4,170 
3,  990 
4,315 

52,045 


$  5,055 


$14, 000 


$53, 050 


$72, 105 


The  revenue  bonds  are  collateralized  by  the  net  revenues  of  the  Port, 
as  defined  by  the  bond  resolution,  are  subordinated  to  the  general  obligation 
bonds  of  the  State,  and  are  on  a  parity  with  any  future  revenue  bonds.  The 
general  obligation  bonds  issued  by  the  City  are  subordinated  to  the  revenue 
bonds  and  any  future  revenue  bonds . 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  6   -  LONG-TERM  DEBT      (Continued) : 

The  revenue  bonds  require  that  net  revenues  of  the  Port,  as  defined, 
be  at  least  1.3  times  the  debt  service  requirements  of  such  bonds  for  the 
following  twelve  months.  Certain  bond  resolutions  require  that  the  Port 
maintain  funds  for  the  purpose  of  accumulating  assets  which  are  restricted  to 
interest  and  principal  payments.  Such  resolutions  prescribe  the  amounts  to  be 
accumulated  and  the  types  of  securities  in  which  the  restricted  assets  may  be 
invested,   as  discussed  in  Note  2. 

Under  the  terms  of  the  revenue  bonds  covenants,  insurance  proceeds 
may  be  used  for  reconstruction  of  the  property  or  for  construction  of  related 
property.  If  the  proceeds  are  not  used  for  those  purposes,  they  must  be 
applied  to  the  redemption  of  bonds  as  provided  in  Article  III,  Port  Commission 
Resolution  Number  5231.  At  both  June  30,  1992  and  1991,  restricted  capital 
outlay  funds  included  unexpended  fire  insurance  proceeds  of  $1,451,000. 


NOTE  7   -  OPERATING  REVENUES   -  PROPERTY  RENTALS: 

The   Port    leases   property  and   facilities    to   others.      These  leases 

provide  for  30-day  cancellation  or  for  retention  of  ownership  by  the  Port  at 

the  termination  of  the  agreement.  Accordingly,  all  leases  are  accounted  for 
as  operating  leases. 

Certain  of  the  Port's  property  rental  agreements  specify  rental 
payments  based  on  a  percentage  of  tenant  sales,  subject  to  a  minimum  amount. 
Property  rental  revenues  were  comprised  as  follows: 


1992  1991 
(In  thousands) 

Minimum  rentals 
Percentage  rentals 

$24, 837  $24, 898 


$21, 453 
3.384 


$20, 898 
4.000 


Minimum  future   rental   income  under  noncancellable   operating  leases 

having  terms  in  excess  of  one  year  are  as  follows: 

Year  ending  June  30: 
 (In  thousands) 

1993  $  9,654 

1994  9,337 

1995  8,951 

1996  8,544 

1997  8,202 
Thereafter  2  0  0,443 

Total  $  245,  131 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES   TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  7  -  OPERATING  REVENUES  -  PROPERTY  RENTALS    (Continued) : 

The   approximate   cost    of   property   subject   to   operating   leases  and 
property  held  for  lease  at  June  30,   1992  consisted  of: 

(In  Thousands) 

Land  and  land  improvements  $  47,000 

Buildings,   structures,   and  related  improvements 

(at  cost,   less  accumulated  depreciation  of  $98,000)  59,000 

Total  $  106,  000 


NOTE   8   -  EMPLOYEE  BENEFIT  PLANS: 
Retirement  Plans: 

a.    City    and    County    of    San  Francisco: 

The  City  has  a  defined  benefit  retirement  plan  (The  Plan)  which  is 
administered  by  the  San  Francisco  City  and  County  Employees' 
Retirement  System  (Retirement  System) .  This  note  contains  condensed 
information  on  the  Plan.  More  specific  information,  including  ten- 
year  historical  trend  data  which  provides  information  about  progress 
made  in  accumulating  sufficient  assets  to  pay  benefits  when  due,  can 
be  found  in  the  financial  statements  and  supplemental  schedules  of 
the  Retirement  System.  The  Plan  covers  the  majority  of  all  full-time 
employees  of  the  Port  along  with  other  employees  of  the  City.  The 
Plan  provides  retirement,  death  and  disability  benefits.  Benefits 
are  based  on  specified  percentages  of  average  final  compensation  and 
length  of  service,  with  annual  cost-of-living  adjustments  after 
retirement . 

The  Plan  is  financed  primarily  by  (a)  contributions  from  the  City, 
which  includes  contributions  from  the  Port,  (b)  employee 
contributions,  and  (c)  income  from  investments.  Pension  expenditures 
of  the  City,  including  that  of  the  Port,  are  based  on  rates  set  by 
the  Retirement  Board  of  the  Retirement  System.  Annual  contributions 
to  the  Plan  are  equal  to  amounts  accrued  for  pension  expense  and 
include  amortization  of  past  service  costs  through  June  30,  2000. 

In  November  1991  the  voters  approved  proposition  A,  "The  Early 
Retirement  Program. "  Under  the  program,  three  years  of  age  and  three 
years  of  service  were  added  when  calculating  the  service  retirement 
benefits  for  all  miscellaneous  members  who  elected  to  retire  during 
the  period  February  1,  1992  through  March  30,  1992.  Approximately 
1,800  City  and  County  employees  retired  under  the  program. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  8  -  EMPLOYEE  BENEFIT  PLANS    (Continued) : 
Retirement  Plans    (Continued) : 

a.    City   and   County   of   San   Francisco   (Continued)  : 

The  latest  actuarial  valuation  of  the  Plan  was  completed  in 
February  1992  by  the  actuarial  firm  of  Towers  Perrin  and  was  based 
upon  employee  data  and  asset  information  as  of  June  30,  1991.  The 
significant  economic  assumptions  used  in  the  valuation  were  an  annual 
return  on  investments  of  8%,  an  annual  increase  in  wages  attributable 
to  inflation  of  6%,  annual  consumer  price  index  increases  of  5%,  and 
an  expected  future  growth  in  the  number  of  employees  of  0%. 

The  following  information  is  presented  as  a  result  of  this  valua- 
tion as  of  June  30,  1991  and  includes  substantially  all  City  fund 
groups : 

(In  Millions) 

Pension  benefit  obligation  $5,179 

Net  assets  available  for  benefits  at  cost 

(market  value  $4,630)  4 . 393 

Unfunded  pension  benefit  obligation  $  786 


The  impact  of  the  Early  Retirement  Program  will  be  reflected  in 
the  pension  benefit  obligation  as  of  June  30,  1992,  which  will  be 
disclosed  in  the  June  30,   1993  financial  statements. 

The  City  (including  the  Port)  met  the  actuarially  determined  con- 
tribution requirements  for  the  years  ended  June  30,  1992  and  1991. 
Pension  costs  relating  to  the  Port  were  $1,195,000  and  $1,381,000  for 
1992  and  1991,  respectively. 

b.     State    of  California: 

The  Port  also  contributes  to  the  California  Public  Employees' 
Retirement  System  (PERS) ,  an  agent  multiple-employer  public  employee 
retirement  system  that  acts  as  a  common  investment  and  administrative 
agent  for  participating  public  entities  within  the  state  of 
California.  Certain  employees  who  commenced  their  employment  at  the 
Port  prior  to  February  1969  are  eligible  to  participate  in  PERS. 

Participating  employees  are  required  to  contribute  7  percent  of 
their  salary  to  PERS.  The  Port  is  required  to  contribute  the  remain- 
ing amounts  necessary  to  fund  the  benefits  for  its  members,  using  the 
actuarial  basis  recommended  by  PERS  actuaries  and  actuarial  consul- 
tants and  adopted  by  the  Board  of  Administration. 

The  Port's  contributions  to  PERS  totalled  approximately  $10,000 
and  $13,000  for  1992  and  1991,  respectively.  The  City's  Office  of 
the  Controller  Comprehensive  Annual  Financial  Report  contain  disclo- 
sures for  all  covered  City  employees.  Amounts  for  the  Port  are  not 
separable  from  the  City  totals. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE   8   -  EMPLOYEE  BENEFIT  PLANS    (Continued) : 

Deferred  Compensation  Plan 

The  City  offers  its  employees  a  deferred  compensation  plan  created  in 
accordance  with  Internal  Revenue  Code  Section  457.  The  Plan,  available 
to  all  Port  employees,  permits  them  to  defer  a  portion  of  their  salary 
until  future  years.  The  deferred  compensation  is  not  available  to 
employees  until  termination,  retirement,  death  or  unforeseeable 
emergency . 

All  amounts  of  compensation  deferred  under  this  plan,  all  property 
and  rights  purchased  with  those  amounts,  and  income  earned  (until  paid  or 
made  available  to  the  employee  or  other  beneficiary)  are  solely  the 
property  and  rights  of  the  City  and  County,  subject  only  to  the  claims  of 
the  City  and  County's  general  creditors.  Participants'  rights  under  the 
deferred  compensation  plan  are  equal  to  those  of  general  creditors  of  the 
City  and  County  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  account  for  each  participant. 

The  amount  of  assets  and  related  participant  obligations  for  Port 
employees  is  not  separable  from  the  total  City  plan.  The  total  plan 
assets  and  obligations  are  accounted  for  in  an  agency  fund  of  the  City 
and  are  included  in  the  City's  Comprehensive  Annual  Financial  Report. 
The  amounts  deferred  by  Port  employees  totalled  $199,000  and  $191,000  for 
1992  and  1991,  respectively. 

Health  Care  Benefits  -  Retired  Employees: 

Health  care  benefits  of  Port  employees,  retired  employees  and 
surviving  spouses  are  financed  by  beneficiaries  and  by  the  City  and 
County  through  the  City  and  County  of  San  Francisco  Health  Service 
System,  a  nonexpendable  trust  fund.  The  Port's  contribution,  which 
amounted  to  approximately  $448,000  and  $381,000  in  fiscal  years  1992  and 
1991,  respectively,  is  determined  by  Charter  provision  based  on  similar 
contributions  made  by  the  ten  most  populous  counties  in  California.  The 
cost  of  providing  benefits  for  the  retirees  is  not  separable  from  the 
cost  of  providing  benefits  for  the  active  employees.  The  Port's 
liability  for  both  current  employee  and  post  retirement  health  care 
benefits  is  limited  to  its  annual  contribution. 


NOTE   9   -  RELATED  PARTY  TRANSACTIONS: 

The  Port  receives  services  from,  and  provides  services  to,  various 
City  departments.  The  cost  of  services  received,  included  as  operating  ex- 
penses in  the  financial  statements,  was  approximately  $4,048,000  in  1992  and 
$3,622,000  in  1991.  Services  provided,  included  in  operating  revenue, 
amounted  to  approximately  $570,000  and  $529,000  in  1992  and  1991,  respec- 
tively. Receivables  and  payables  relating  to  such  transactions  are  disclosed 
in  Notes  3  and  5,  respectively. 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  10   -  COMMITMENTS,    LITIGATION  AND  CONTINGENCIES: 
Commitments : 

The  Port  is  presently  planning  various  development  projects  which  in- 
volve a  commitment  to  expend  significant  funds.  The  Port  had  firm  purchase 
commitments  at  June  30,  1992  for  approximately  $7,952,000  for  capital  projects 
and  $1,529,000  for  general  operations. 

Litigation : 

The  Port  is  a  defendant  in  various  lawsuits;  most  deal  with  personal 
injury  or  property  damage  resulting  from  accident  or  fire  and  are  covered  by 
insurance.  In  the  opinion  of  counsel  the  likelihood  of  an  unfavorable  outcome 
is  probable  in  some  of  the  suits  and,  accordingly,  accrued  liabilities  include 
the  aggregate  amount  of  deductibles  under  applicable  insurance  policies. 
However,  a  substantial  number  of  the  lawsuits  are  in  the  discovery  stages  and 
counsel  to  the  Port  cannot  express  an  opinion  as  to  the  possible  outcome  of 
such  litigation.  The  ultimate  resolution  of  such  matters  is  not  expected  to 
have  a  material  effect  on  the  Port's  financial  position  or  results  of  opera- 
tions . 

Contingencies : 

Certain  grants  that  the  Port  receives  are  subject  to  audit  and  final 
acceptance  by  the  granting  agency  based  upon  their  review  of  costs  incurred. 

Under  a  management  advisory  contract  signed  in  December  1973,  the 
Port  transferred  its  railroad  operations  to  Port  Railroad,  Inc.  for  a  period 
of  twenty  years.  The  contract  is  cancellable  by  Port  Railroad,  Inc.  with  nine 
months'  written  notice. 

Concentration  of  credit  risk:  The  Port  leases  facilities  (commercial 
and  maritime)  to  businesses,  substantially  all  of  which  are  located  in  San 
Francisco.     The  trade  accounts  receivable  relate  to  such  activities. 


NOTE  11   -  LITIGATION  SETTLEMENT: 

In  December  1985,  the  Port  filed  a  declaratory  relief  action 
requesting  the  court  to  determine  that  the  Port  had  legally  terminated  an 
agreement  with  a  property  developer.  The  developer  cross-complained  against 
the  Port,  seeking  damages  in  excess  of  $9  million.  In  1991,  the  Port  paid  $3 
million  to  the  developer  in  settlement  of  the  litigation.  The  Port  also 
incurred  $115,000  of  legal  expenses  in  1991  related  to  the  litigation  and 
settlement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES   TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  12  -  EARTHQUAKE  DAMAGES: 

The  Port  suffered  damage  from  the  Loma  Prieta  earthquake  which 
occurred  October  17,  1989.  All  damaged  property  and  infrastructure  have  been 
identified.  The  Port  expects  to  repair  all  earthquake-related  damages,  which 
is  currently  estimated  to  total  $6,517,000.  As  of  June  30,  1992,  $3,090,000 
has  been  expended.  These  estimates  do  not  include  costs  relating  to  seismic 
upgrades,   retrofitting  or  other  improvements. 

The  Port  has  been  granted  $6,517,000  in  Federal  and  state  emergency 
assistance  of  which  $2,868,000  has  been  received  to  date.  The  Port  has 
recorded  a  receivable  in  the  amount  of  $3,649,000  which  represents  the  amount 
of  approved  Federal  and  state  assistance  which  the  Port  intends  to  utilize  to 
repair  and  replace  its  property  and  infrastructure,  less  amounts  received  to 
date . 


NOTE  13-  SUBSEQUENT  EVENT: 

In  September  1992,  the  California  State  Legislature  amended  the 
Public  Resources  Code  (The  Code)  ,  enabling  the  City  to  transfer  discretionary 
reserves  from  the  Port  to  the  City. 

The  Code  defines  discretionary  reserves  as  the  greater  of  (a)  25%  of 
the  Port's  total  current  assets  less  total  current  liabilities  ("working 
capital")  reported  in  the  most  recent  audited  financial  statements  made  public 
prior  to  June  30,  1992  and  each  year  thereafter,  or  (b)  $4  million.  After  the 
Port  certifies  the  amount  of  discretionary  reserves,  the  City  has  the  option 
of  transferring  any  or  all  of  such  reserves  on  or  before  March  31,  1993  and 
each  March  31  thereafter  until  the  provision  is  repealed.  The  provision  will 
remain  in  effect  only  until  June  30,  1994  and  as  of  January  1,  1995  is 
repealed . 

The  amount  available  for  transfer  before  March  31,  1993  would  be  the 
25%  of  working  capital  as  of  June  30,  1991,  or  approximately  $4.3  million. 
The  25%  of  working  capital  is  approximately  $4.9  million  as  of  June  30,  1992. 
This  amount  would  be  available  for  transfer  on  or  before  March  31,  1994. 
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INDEPENDENT  AUDITORS'  REPORT 


THE  HONORABLE  EDWARD  HARRINGTON,  CONTROLLER, 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 


We  have  audited  the  accompanying  balance  sheet  of  the 
PORT  COMMISSION,  CITY  AND  COUNTY  OF  SAN  FRANCISCO,  PORT  OF 
SAN  FRANCISCO  ("Port")  as  of  June  30,  1993  and  1992,  and  the  related 
statements  of  operations,  equity,  and  cash  flows  for  the  years  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Port's  management. 
Our  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  our  audits . 

We  conducted  our  audits  in  accordance  with  generally  accepted 
auditing  standards .  Those  standards  require  that  we  plan  and  perform  the 
audit  to  obtain  reasonable  assurance  about  whether  the  financial  statements 
are  free  of  material  misstatement.  An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial 
statements.  An  audit  also  includes  assessing  the  accounting  principles  used 
and  significant  estimates  made  by  management,  as  well  as  evaluating  the 
overall  financial  statement  presentation.  We  believe  that  our  audits  provide 
a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly,  in  all  material  respects,  the  financial  position  of  the  Port  as  of 
June  30,  1993  and  1992,  and  the  results  of  its  operations  and  its  cash  flows 
for  the  years  then  ended,  in  conformity  with  generally  accepted  accounting 
principles . 


As  discussed  in  Note  1  to  the  financial  statements,  the  Port  has 
changed  its  definition  of  cash  and  cash  equivalents  for  the  statement  of  cash 
flows . 


September  30,  1993 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 

BALANCE  SHEET 
JUNE  30,    1993  AND  1992 
( In  thousands ) 


ASSETS 


1993 


1992 


CURRENT  ASSETS: 

Cash  and  investments,  held  in  City  Treasury 


Port  operating  fund 
Receivables  -  Net 
Materials  and  supplies 
Prepaid  insurance  and  other  assets 

$  19,362 
11, 452 
1,245 
803 

Total  Current  Assets 

32.862 

RESTRICTED  ASSETS: 

Cash  held  in  City  Treasury: 

Capital  outlay 
Investments : 

Bond  interest  and  redemption 
Lessee  deposits  held  in  trust 

868 
8,947 

10,605 
1.023 

Tr>t"3l    Rf^QT ri  pt" pri  A^Qf^tQ 

21,443 

PROPRRTY     PT.ANT     ANTD  ROtlTPMFNT  -  Net 

190, 502 

$244, 807 

LIABILITIES  AND  EQUITY 

CURRENT  LIABILITIES  PAYABLE  FROM  CURRENT  ASSETS: 
Accounts  payable  and  accrued  liabilities 
Current  maturities  of  long-term  debt 
Accrued  bond  interest  payable 
Deferred  grant 

Total  Current  Liabilities 

$  12,597 
2,255 
135 
609 
15.596 

CURRENT  LIABILITIES  PAYABLE  FRCM  RESTRICTED  ASSETS: 
Current  maturities  of  of  long-term  debt 
Accrued  bond  interest  payable 
Lessee  deposits 
Deferred  grants 

1,755 
2,318 
1,891 
16 

Total  Payable  from  Restricted  Assets 

5.980 

DEFERRED  REVENUE 

337 

LONG-TERM  DEBT  -  Net  of  current  maturities 

63.475 

Total  Liabilities 

85.388 

EQUITY: 

Contributed  capital 
Revaluation  of  property 
Retained  earnings 

21,191 
56,063 
82,165 

Total  Equity 

159.419 

TOTAL  LIABILITIES  AND  EQUITY 

$244,807 

$  18,546 
8,889 
1,453 

 2ia 


801 
13,420 

10,241 
 m 

25.445 
187.123 

 m. 

$242,979 


7,819 
2,250 
153 

10,222 

1,325 
2,385 
1,784 
 2^ 

321 
67.387 
83.499 


20,132 
56,063 
83,285 

$242,979 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  OPERATIONS 
YEARS  ENDED  JUNE  30,    1993  AND  1992 
(In  thousands) 


1993 


1992 


OPERATING  REVENUES: 
Cargo  Services: 

Maritime 

Rental 
Tenant  Services: 

Marit  ime 

Rental 

Power 
Other 


$  7,548 
826 

1,  012 
20,250 
868 


$  9,589 
1,370 

1,203 
19, 510 
989 
1.321 


Total  Operating  Revenues 


32.086 


33.982 


OPERATING  EXPENSES: 
Operations 
Maintenance 
Depreciation 
Fire  boat  operations 
Commercial  power 


13,455 
11,785 
4,  169 
1, 136 
 ^ 


12,704 
10, 445 
4,  644 
1,187 
 221 


Total  Operating  Expenses 


Operating  Income 


31.240 


846 


29.771 
4.211 


OTHER  INCOME   (EXPENSE) : 
Interest  income 
Interest  expense 

Earthquake  damages  and  expenses 
Federal  and  state  earthquake  assistance 
Gain  on  sale  of  equipment 


1,946 
4,176) 
3, 138) 
3,  138 
264 


2, 147 
(  4,383) 
(  1,757) 

1,757 


Total  Other  Income  (Expense) 
NET   (LOSS)  INCOME 


(  1.966) 
($  1,120) 


(  2. 236) 
$  1,975 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  EQUITY 
YEARS  ENDED  JUNE  30,    1993  AND  1992 
(In  thousands) 


Contributed      Revaluation  Retained 
Capital  of  Property  Earnings 


Total 
Equity 


BALANCES  AS  OF  JUNE  30,    1991         $19,294  $56,063  $81,310  $156,667 


Capital  grants 


838 


838 


Net  income  for  the  year 
ended  June  30,  1992 


1.975 


1.975 


BALANCES  AS  OF  JUNE  30,    1992  20,132 


56,063  83,285 


159,480 


Capital  grants 


1,  059 


1,  059 


Net   (loss)    for  the  year 
ended  June  30,  1993 


(     1.120)        (  1.120) 


BALANCES  AS  OF  JUNE  30,    1993         $21, 191  $56, 063  $82, 165  $  159, 419 


The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
STATEMENT  OF  CASH  FLOWS 
YEARS  ENDED  JUNE  30,    1993  AND  1992 
(In  thousands) 


1993 

1992 

CASH  FLOWS  FROM  OPERATING  ACTIVITIES: 

Operating  income 

$  846 

$  4,211 

Adjustments  to  reconcile  operating  income  to  net  cash 

provided  by  operating  activities: 

Depreciation 

4,169 

4,644 

Provisions  for  uncollectible  accounts 

Net  deferral  (recognition)  of  deferred  revenue 

82 

(  98) 

Insurance  proceeds 

140 

Cash  received  (refunded)   from  lessee  deposits 

67 

(  117) 

V— nallyGS    J.ri    aSStrLS    dlltj,    X  J.aUX  X  X  L- J.fcri>  . 

(Increase)  decrease  in: 

(  1,022) 

(  990) 

Materials  and  supplies 

208 

(  78) 

Prepaid  insurance  and  other  assets 

A 
'i 

Increase  (decrease)  in: 

Accounts  payable  and  accrued  liabilities 

1  Til 

1       0    AT'.  1 

Net  cash  provided  by  operating  activities 

7.303 

5.186 

CASH  FLOWS  FROM  NONCAPITAL  FINANCING  ACTIVITIES: 

Proceeds  from  disaster  assistance 

X  /  Z  O  " 

782 

Earthquake  damages  and  expenses 

f  163) 

(  462) 

Net  cash  provided  by  noncapital  financing  activities 

1  .076 

320 

CASH  FLOWS  FROM  CAPITAL  FINANCING  ACTIVITIES: 

equipment 

(  6,749) 

{  1,690) 

Capital  grants  received 

1,389 

1,183 

Principal  payments  on  long-term  debt 

(  3,575) 

(  4,035) 

Interest  payments  on  long-term  debt 

(  5,642) 

(  5,884) 

Interest  income  capitalized 

680 

981 

Proceeds  from  sale  of  equipment 

264 

Net  cash  (used)  for  capital  financing  activities 

f  13.633) 

(  9.445) 

CASH  FLOWS  FROM  INVESTING  ACTIVITIES: 

Net  (increase)  decrease  in  restricted  investments 

(  364) 

245 

Interest  income  received 

2.028 

2  .228 

Net  cash  provided  by  investing  activities 

1  .664 

2,473 

NET  (DECREASE)    IN  CASH  AND  CASH  EQUIVALENTS 

(  3,590) 

(  1,466) 

CASH  AND  CASH  EQUIVALENTS: 

Beginning  of  year 

32,767 

34,233 

End  of  year 

$  29,177 

$  32,767 

The  accompanying  notes  are  an  integral  part  of  this  statement. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 


NOTE  1   -  SIGNIFICANT  ACCOUNTING  POLICIES: 
Organization; 

The  Port  of  San  Francisco  ("Port")  is  an  enterprise  fund  of  the  City 
and  County  of  San  Francisco  ("City").  A  five-member  Port  Commission  is 
responsible  for  its  operation,  development,  and  maintenance.  Commission 
members  are  appointed  by  the  City's  Mayor  for  terms  of  four  years.  The 
Port  is  an  integral  part  of  the  City,  and  the  accompanying  financial 
statements  are  included  as  a  component  of  the  City's  Comprehensive  Annual 
Financial  Report . 

Prior  to  February  19  69,  the  Port  was  owned  by  the  State  of  California 
("State")  and  administered  by  the  San  Francisco  Port  Authority,  a  State 
agency.  In  February  1969,  the  Port  was  transferred  in  trust  to  the  City 
under  the  terms  and  conditions  specified  in  the  State  statutes  of  1968, 
Chapter  1333  ("Burton  Act"),  as  amended,  and  ratified  by  the  City's 
voters  in  November  1968. 

Under  the  terms  of  the  Burton  Act,  the  State  Legislature  reserved  the 
right  to  amend,  modify,  or  revoke,  in  whole  or  in  part,  the  transfer  of 
lands  in  trust,  provided  that  the  State  would  then  assume  all  lawful 
obligations  related  to  such  lands. 

Port's  revenue  is  derived  from  both  property  rental  and  maritime 
operations  which  includes  dockage,  wharfage,  demurrage  and  crane  rental. 
The  Port  categorizes  its  customers  between  cargo  services  and  tenant 
services  based  on  the  primary  service  need  of  the  customer. 
Substantially  all  of  the  Port's  property  rental  customers  are  located  in 
the  City. 

Materials  and  Supplies: 

Materials  and  supplies  are  used  for  construction  and  maintenance  of 
Port  facilities  and  are  stated  at  cost,   on  a  first-in,   first-out  basis. 

Restricted  Assets: 

Bond  interest  and  redemption  represent  funds  accumulated  for  debt 
service  payments  over  the  next  twelve  months  and  funds  set  aside  to  make 
up  potential  future  deficiencies.  The  funds  are  held  by  the  bond 
trustees . 

Capital  outlay  funds  are  restricted  for  use  in  construction, 
acquisition  of  equipment,  and  earthquake  repairs,  due  to  restrictions 
from  federal  assistance  and  bond  resolutions. 

Property.   Plant  and  Equipment: 

Land  transferred  to  the  City  in  February  1969  is  stated  at  an  amount 
which  includes  an  increase  over  historical  cost  of  $56,063,000.  This 
amount  was  recorded  by  the  State  in  prior  years  to  reflect  appraised 
values  in  1929  and  is  reflected  separately  in  the  statement  of  equity. 
The  Port's  management  estimates  that  the  fair  market  value  of  such  land 
significantly  exceeded  recorded  amounts  at  the  time  of  the  transfer. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  1   -  SIGNIFICANT  ACCOUNTING  POLICIES    (Continued) : 
Property.    Plant  and  Equipment  (Continued)  ; 

Other  property,  plant  and  equipment  is  carried  at  cost  or  at  fair 
market  value  at  the  date  received  in  the  case  of  property  received  by 
donation  or  by  termination  of  a  lease. 

Depreciation  is  computed  by  use  of  the  straight-line  method  over  the 
estimated  useful  lives  of  the  assets.  Land  improvements  (principally 
pavement  and  railroad  tracks)  with  a  cost  of  approximately  $18  million 
are  not  depreciated  because,  in  the  opinion  of  management,  the  assets 
will  be  maintained  to  provide  indefinite  useful  lives.  Maintenance  and 
repairs  are  expensed  as  incurred. 

Interest  paid  on  bond  funds  used  for  construction  purposes,  less 
interest  earned  on  the  temporary  investment  of  the  proceeds  of  such  tax- 
exempt  borrowings,  is  capitalized  from  the  date  of  borrowing  through  the 
construction  period. 

Contributed  Capital: 

The  Port  has,  at  various  times,  received  federal  and  state  grants  and 
funds  from  other  external  sources  for  construction  of  waterfront 
facilities.     The  funds  are  recorded  as  contributed  capital  in  equity. 

Statement  of  Cash  Flows: 

In  1993  the  Port  considered,  for  purposes  of  the  statement  of  cash 
flows,  all  unrestricted  and  restricted  cash  and  highly  liquid  investments 
with  maturities  of  three  months  or  less,  when  purchased,  to  be  cash 
equivalents.  In  addition,  the  Port  considered  its  deposits  with  the  City 
Treasurer  (See  Note  2)  to  be  demand  deposits  and  therefore  cash  for  the 
purposes  of  the  statement  of  cash  flows. 

In  prior  years,  the  Port  excluded  restricted  assets  from  its 
definition  of  cash  equivalents.  The  new  definition  was  adopted  to 
improve  disclosure  of  activities  affecting  cash  flows.  The  prior  year 
statement  of  cash  flows  has  been  restated  to  apply  the  change. 

Reclassifications : 

Certain  reclassifications  of  prior  years'  balances  have  been  made  to 
conform  with  the  current  year  presentation. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  2   -  CASH  AND  INVESTMENTS: 

The  Port  maintains  its  operating  fund  cash  and  investments  and  a 
portion  of  its  restricted  asset  cash  and  investments  as  part  of  the  City's 
pool  of  cash  and  investments.  The  City's  pool  is  invested  pursuant  to 
investment  policy  guidelines  established  by  the  City  Treasurer.  The 
objectives  of  the  policy  are,  in  order  of  priority,  preservation  of  capital, 
liquidity,  and  yield.  The  policy  addresses  soundness  of  financial 
institutions  in  which  the  City  will  deposit  funds,  types  of  investment 
instruments  as  permitted  by  the  California  Government  Code,  and  the  percentage 
of  the  portfolio  which  may  be  invested  in  certain  instruments  with  longer 
terms  to  maturity.  In  addition,  a  City  ordinance  prohibits  deposits  and 
investments  with  financial  institutions  having  specified  relations  with  either 
the  government  of  South  Africa  or  certain  private  entities  doing  business  with 
or  in  South  Africa.  The  Comprehensive  Annual  Financial  Report  of  the  City 
categorizes  the  level  of  risk  associated  with  the  City's  pooled  cash  and 
investments . 

At  June  30,  1993  and  1992,  investments  held  for  bond  interest  and 
redemption  payments  by  trustees  include  $10,605,000  and  $10,241,000, 
respectively,  invested  in  a  U.S.  Agency  government  fund.  The  cost 
approximates  market  value  and  the  investments  may  be  withdrawn  on  demand. 

At  June  30,  1993  and  1992,  lessee  deposits  held  in  trust  include 
$956,000  and  $970,000,  respectively,  invested  in  short-term,  renewable 
certificates  of  deposit.  The  cost  approximates  market  value  and  the  deposits 
are  insured  and  held  by  the  Port  in  its  own  name. 


NOTE  3   -  RECEIVABLES: 

At  June  30,   1993  and  1992,   receivables  consisted  of: 


1993  1992 
(In  thousands) 


Trade  accounts  receivable 

$  3,574 

$ 

3,  902 

Less  allowance  for  doubtful  accounts 

(  716) 

( 

410) 

2,  858 

3,492 

City  and  County  of  San  Francisco 

1,239 

114 

Accrued  interest  receivable 

558 

690 

Other  receivables 

380 

155 

Grants  receivable 

1,  009 

789 

Federal  and  state  disaster  assistance 

receivable 

5.408 

3.649 

$11, 452 

$ 

8,  889 

As  discussed  in  Note  12,  the  federal  and  state  disaster  assistance 
receivable  represents  the  excess  of  approved  federal  and  state  assistance 
relating  to  the  Loma  Prieta  earthquake  over  assistance  and  insurance  amounts 
received  to  date. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  4   -  NOTE  RECEIVABLE: 

The  note  receivable  relates  to  deferred  rent  granted  to  a  current 
tenant  under  a  lease  amendment  in  1985.  The  note  accrues  monthly  interest  at 
a  rate  equal  to  the  Bank  of  America  prime  rate  plus  two  percentage  points. 
The  note  including  accrued  interest  was  due  on  January  1,  1992. 

The  tenant's  current  lease  extends  to  2017.  In  1993,  the  Port 
conducted  a  cash  flow  study  of  the  underlying  property.  Based  upon  this 
study,  the  Port  determined  that  a  significant  increase  in  rents  from  the 
property  was  needed  to  generate  sufficient  cash  to  repay  the  note.  Therefore, 
the  Port  has  provided  an  allowance  of  the  entire  balance,  $655,000  at  June  30, 
1993  . 


NOTE  5   -  PROPERTY,    PLANT,   AND  EQUIPMENT: 

At  June   30,    1993  and  1992,    property,    plant  and  equipment  consisted 


of 


Estimated 


1993 

1992 

Useful  Life 

(In 

thousands) 

(Years) 

Land  and  land  improvements 

$  113, 136 

$  113, 136 

Buildings,    structures  and 

related  improvements 

173, 395 

171,352 

5-59 

Equipment 

4.  525 

4. 149 

5-25 

Total 

291, 056 

288, 637 

Less  accumulated  depreciation 

110.437 

10§.325 

Net 

180, 619 

182,312 

Construction  work  in  progress 

9.  883 

4.811 

Total 

$  190, 502 

$  187, 123 

Total  interest  cost  was  $5,655,000  and  $5,898,000  for  fiscal  years 
1993  and  1992,  of  which  $1,479,000  and  $1,515,000  was  capitalized, 
respectively.  Total  interest  earned  was  $2,626,000  and  $3,128,000  for  fiscal 
years  1993  and  1992,  of  which  $680,000  and  $981,000  was  capitalized, 
respectively. 

The  cost  of  fully  depreciated  assets  still  in  use  was  approximately 
$67,300,000  and  $58,900,000  at  June  30,    1993  and  1992,  respectively. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  6   -  ACCOUNTS  PAYABLE  AND  ACCRUED  LIABILITIES: 

At  June   30,    1993   and  1992,    accounts  payable  and  accrued  liabilities 
consisted  of: 

1993  1992 
(In  thousands) 


Accounts  payable 

$  1,886 

$1,  052 

Due  to  the  City  and  County  of  San  Francisco 

901 

426 

Current  portion  of  deferred  revenue 

116 

50 

Accrued  liabilities 

934 

796 

Accrued  payroll  and  related  costs 

2,358 

2,  068 

Accrued  earthquake  related  expenses   (see  Note  12) 

6.  402 

3.427 

$12, 597 

$7, 819 

NOTE  7 


LONG-TERM  DEBT: 


At  June  30,    1993  and  1992,    long-term  debt  consisted  of: 


Interest 
Rate 

(%) 


Fiscal 
Year  Last 
Series 
Matures 


1993  1992 
(In  thousands) 


General  Obligation  Bonds: 

State  of  California: 
Fifth  Seawall  1958, 
Series     F,  G,   and  H 

City  and  County  of 

San  Francisco  -  Harbor 
Improvement  1971: 
Series  A 
Series  B 

Total  General 

Obligation  Bonds 


2.50 


4.85 


4.50  -  5.25 
6.3 


1999 


2003 
2005 


$  4,000 


8,  000 
4.800 

16.800 


$  5,055 


8,  800 
5.200 

19.055 


Revenue  Bonds : 

Series  A  1969 
Series  B  1971 
Series  C  1984 

Total  Revenue  Bonds 

Total  Long  Term-Debt 

Less : 

Current  maturities 
Unamortized  discount  - 
Revenue  Bond  Series  C 


7.2  1999 
5.5  2001 
9.50  -  11.5  2009 


6,  100 
4,  900 
40.730 

51.730 

68,530 

4,  010 

1.  045 


6,700 
5,  000 
41.350 

53 . 050 

72, 105 

3,575 
1.  143 


Net  Long-Term  Debt 


$63, 475 


$67, 387 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  7  -  LONG-TERM  DEBT     (Continued) : 
The  bonds  mature  as  follows: 


State  of 
California 


Year  Ending  June  3  0 
 (In  thousands)  


City  and  County 
of 

San  Francisco 


Revenue 
Bonds 


Total 


1994 
1995 
1996 
1997 
1998 
Thereafter 


055 
045 
670 
660 
285 


1,200 
1,200 
1,200 
1,200 
1,200 
6.800 


;  1,755 

1,  925 

2,  120 
2,  455 
2,  685 

40.790 


$  4,010 
4,  170 
3,  990 
4,315 
4, 170 
47.875 


$  4, 000 


$12, 800 


$51,730 


$68, 530 


The  revenue  bonds  are  collateralized  by  the  net  revenues  of  the  Port, 
as  defined  by  the  bond  resolution,  are  subordinated  to  the  general  obligation 
bonds  of  the  State,  and  are  on  a  parity  with  any  future  revenue  bonds.  The 
general  obligation  bonds  issued  by  the  City  are  subordinated  to  the  revenue 
bonds  and  any  future  revenue  bonds . 

The  revenue  bonds  require  that  budgeted  net  revenues  of  the  Port,  as 
defined,  be  at  least  1.3  times  the  debt  service  requirements  of  such  bonds  for 
the  following  twelve  months.  Certain  bond  resolutions  require  that  the  Port 
maintain  funds  for  the  purpose  of  accumulating  assets  which  are  restricted  to 
interest  and  principal  payments.  Such  resolutions  prescribe  the  amounts  to  be 
accumulated  and  the  types  of  securities  in  which  the  restricted  assets  may  be 
invested,  as  discussed  in  Note  2. 

Under  the  terms  of  the  revenue  bonds  covenants,  insurance  proceeds 
may  be  used  for  reconstruction  of  the  property  or  for  construction  of  related 
property.  If  the  proceeds  are  not  used  for  those  purposes,  they  must  be 
applied  to  the  redemption  of  bonds  as  provided  in  Article  III,  Port  Commission 
Resolution  Number  5231.  At  both  June  30,  1993  and  1992,  restricted  capital 
outlay  funds  included  unexpended  fire  insurance  proceeds  of  $1,451,000. 


NOTE  8   -  OPERATING  REVENUES   -   PROPERTY  RENTALS: 

The  Port  leases  property  and  facilities  to  others.  These  leases 
provide  for  either  a  3  0-day  cancellation  or  for  retention  of  ownership  by  the 
Port  at  the  termination  of  the  agreement.  Accordingly,  all  leases  are 
accounted  for  as  operating  leases. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  8  -  OPERATING  REVENUES  -  PROPERTY  RENTALS     (Continued) : 

Certain  of  the  Port's  property  rental  agreements  specify  rental 
payments  based  on  a  percentage  of  tenant  sales,  subject  to  a  minimum  amount. 
Property  rental  revenues  were  comprised  as  follows: 


1993  1992 
(In  thousands) 


Minimum  rentals 
Percentage  rentals 


$17, 057 
4.  019 


$17,496 
3,384 


$21, 076 


$20, 880 


Minimum   future   rental   income  under  noncancellable  operating  leases 
having  terms  in  excess  of  one  year  are  as  follows: 


Year  ending  June  3  0 
(In  thousands) 
1994 
1995 
1996 
1997 
1998 

Thereafter 


10, 491 
10,303 
9,  924 
9,  507 
8,  429 
184.123 


Total 


$  232,777 


The   approximate   cost   of   property   subject    to   operating    leases  and 
property  held  for  lease  at  June  30,    1993  consisted  of: 


Land  and  land  improvements 

Buildings,   structures,  and  related  improvements 

(at  cost,    less  accumulated  depreciation  of  $102,000) 

Total 


( In  Thousands ) 
$  47,297 

57.478 


$  104,775 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


9   -  EMPLOYEE  BENEFIT  PLANS: 
Retirement  Plans: 

a.    City    and    County    of    San  Francisco: 

The  City  has  a  defined  benefit  retirement  plan  (The  Plan)  which  is 
administered  by  the  San  Francisco  City  and  County  Employees' 
Retirement  System  (Retirement  System) .  This  note  contains  condensed 
information  on  the  Plan.  More  specific  information,  including  ten- 
year  historical  trend  data  which  provides  information  about  progress 
made  in  accumulating  sufficient  assets  to  pay  benefits  when  due,  can 
be  found  in  the  financial  statements  and  supplemental  schedules  of 
the  Retirement  System.  The  Plan  covers  substantially  all  full-time 
employees  of  the  Port  along  with  other  employees  of  the  City.  The 
Plan  provides  retirement,  death  and  disability  benefits.  Benefits 
are  based  on  specified  percentages  of  average  final  compensation  and 
length  of  service,  with  annual  cost-of-living  adjustments  after 
retirement . 

The  Plan  is  financed  primarily  by  (a)  contributions  from  the  City, 
which  includes  contributions  from  the  Port,  (b)  employee 
contributions,  and  (c)  income  from  investments.  Pension  expenditures 
of  the  City,  including  that  of  the  Port,  are  based  on  rates  set  by 
the  Retirement  Board  of  the  Retirement  System.  Annual  contributions 
to  the  Plan  are  equal  to  amounts  accrued  for  pension  expense  and 
include  amortization  of  past  service  costs  through  June  30,  2000. 
Additional  liabilities  generated  by  recent  Charter  amendments  are 
amortized  over  the  20  year  period  beginning  with  the  year  of 
amendment . 

In  November  1991  the  voters  approved  Proposition  A,  "The  Early 
Retirement  Program."  Under  the  program,  three  years  of  age  and  three 
years  of  service  were  added  when  calculating  the  service  retirement 
benefits  for  all  miscellaneous  members  who  elected  to  retire  during 
the  period  February  1,  1992  through  March  30,  1992.  Approximately 
1,800  City  and  County  employees  retired  under  the  program. 

In  November  1992,  the  voters  approved  Proposition  F,  "Retirement 
Allowance  Increase."  Under  the  program,  Miscellaneous  members  who 
retired  before  July  2,  1991,  will  receive  an  increase  of  $3  a  month 
for  each  full  year  of  retirement,  up  to  a  maximum  of  $75  a  month. 

The  latest  actuarial  valuation  of  the  Retirement  System  was 
completed  in  January  1993  by  the  actuarial  firm  of  Towers  Perrin  and 
was  based  upon  employee  data  and  asset  information  as  of  June  30, 
1992,  The  significant  economic  assumptions  used  in  the  valuation 
include:  (1)  an  annual  return  on  investments  of  8%;  (2)  inflation 
element  in  wage  increases  of  5.5%;  (3)  salary  merit  increases  ranging 
from  0.5%  to  9%;  (4)  post  retirement  benefit  increases  based  on 
required  annual  cost-of-living  adjustments  which  are  a  maximum  of  2% 
per  year  for  75%  of  retirees  and  over  90%  of  active  members. 
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PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


9  -  EMPLOYEE  BENEFIT  PLANS   (Continued) : 
Retirement   Plans    (Continued) : 

a.    City   and    County   of   San   Franciaco   (Continued)  : 

The  wage  inflation  assumption  used  in  the  June  30,  1992  actuarial 
valuation  was  decreased  from  6%  at  June  30,  1991  to  5.5%.  This 
change  in  actuarial  assumption  reduced  the  Plan's  pension  benefit 
obligation  by  $210  million. 

The  following  information  is  presented  as  a  result  of  this  valua- 
tion as  of  June  30,  1992  and  includes  substantially  all  City  fund 
groups : 

(In  Thousands) 

Pension  benefit  obligation  $5,200,780 

Net  assets  available  for  benefits  at  cost 

(market  value  $5,303,039)  4. 894.708 

Unfunded  pension  benefit  obligation  $     3  06, 072 


The  Early  Retirement  Program  and  the  Retirement  Allowance  Increase 
have  increased  the  pension  benefit  obligation  by  $99.2  million  and 
$37  million,  respectively.  Both  increases  have  been  reflected  in  the 
June  30,    1992  actuarial  valuation. 

The  City  (including  the  Port)  met  the  actuarially  determined  con- 
tribution requirements  for  the  years  ended  June  30,  1993  and  1992. 
Pension  costs  relating  to  the  Port  were  $1,209,000  and  $1,195,000  for 
1993  and  1992,  respectively. 

b.    State    of  California: 

The  Port  also  contributes  to  the  California  Public  Employees' 
Retirement  System  (PERS),  an  agent  multiple-employer  public  employee 
retirement  system  that  acts  as  a  common  investment  and  administrative 
agent  for  participating  public  entities  within  the  state  of 
California.  Certain  employees  who  commenced  their  employment  at  the 
Port  prior  to  February  1969  are  eligible  to  participate  in  PERS. 

Participating  employees  are  required  to  contribute  7  percent  of 
their  salary  to  PERS.  The  Port  is  required  to  contribute  the  remain- 
ing amounts  necessary  to  fund  the  benefits  for  its  members,  using  the 
actuarial  basis  recommended  by  PERS  actuaries  and  actuarial  consul- 
tants and  adopted  by  the  Board  of  Administration. 

The  Port's  contributions  to  PERS  totalled  approximately  $11,000 
and  $10,000  for  1993  and  1992,  respectively.  The  City's  Office  of 
the  Controller  Comprehensive  Annual  Financial  Report  contain  disclo- 
sures for  all  covered  City  employees.  Amounts  for  the  Port  are  not 
separable  from  the  City  totals. 


14 


PORT  COMMISSION 
CITY  AND  COUNTY  OF  SAN  FRANCISCO 
PORT  OF  SAN  FRANCISCO 
NOTES  TO  FINANCIAL  STATEMENTS 
(Continued) 


NOTE  9   -  EMPLOYEE  BENEFIT  PLANS    (Continued) : 

Deferred  Compensation  Plan; 

The  City  offers  its  employees  a  deferred  compensation  plan  created  in 
accordance  with  Internal  Revenue  Code  Section  457.  The  Plan,  available 
to  all  Port  employees,  permits  them  to  defer  a  portion  of  their  salary 
until  future  years.  The  deferred  compensation  is  not  available  to 
employees  until  termination,  retirement,  death  or  unforeseeable 
emergency . 

All  amounts  of  compensation  deferred  under  this  plan,  all  property 
and  rights  purchased  with  those  amounts,  and  income  earned  (until  paid  or 
made  available  to  the  employee  or  other  beneficiary)  are  solely  the 
property  and  rights  of  the  City  and  County,  subject  only  to  the  claims  of 
the  City  and  County's  general  creditors.  Participants'  rights  under  the 
deferred  compensation  plan  are  equal  to  those  of  general  creditors  of  the 
City  and  County  in  an  amount  equal  to  the  fair  market  value  of  the 
deferred  account  for  each  participant. 

The  amount  of  assets  and  related  participant  obligations  for  Port 
employees  is  not  separable  from  the  total  City  plan.  The  total  plan 
assets  and  obligations  are  accounted  for  in  an  agency  fund  of  the  City 
and  are  included  in  the  City's  Comprehensive  Annual  Financial  Report. 
The  amounts  deferred  by  Port  employees  totalled  $243,000  and  $199,000  for 
1993  and  1992,  respectively. 

Health  Care  Benefits: 

Health  care  benefits  of  Port  employees,  retired  employees  and 
surviving  spouses  are  financed  by  beneficiaries  and  by  the  City  and 
County  through  the  City  and  County  of  San  Francisco  Health  Service 
System,  a  nonexpendable  trust  fund.  The  Port's  contribution,  which 
amounted  to  approximately  $511,000  and  $448,000  in  fiscal  years  1993  and 
1992,  respectively,  is  determined  by  Charter  provision  based  on  similar 
contributions  made  by  the  ten  most  populous  counties  in  California.  The 
cost  of  providing  benefits  for  the  retirees  is  not  separable  from  the 
cost  of  providing  benefits  for  the  active  employees.  The  Port's 
liability  for  both  current  employee  and  post  retirement  health  care 
benefits  is  limited  to  its  annual  contribution. 


NOTE  10   -  RELATED  PARTY  TRANSACTIONS: 

The  Port  receives  services  from,  and  provides  services  to,  various 
City  departments.  The  cost  of  services  received,  included  as  operating  ex- 
penses in  the  financial  statements,  was  approximately  $4,495,000  in  1993  and 
$4,048,000  in  1992.  Services  provided,  included  in  operating  revenue, 
amounted  to  approximately  $616,000  and  $570,000  in  1993  and  1992,  respec- 
tively. Receivables  and  payables  relating  to  such  transactions  are  disclosed 
in  Notes  3  and  6,  respectively. 
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NOTE  11   -  COMMITMENTS,    LITIGATION  AND  CONTINGENCIES: 
Commitments : 

The  Port  is  presently  planning  various  development  projects  which  in- 
volve a  commitment  to  expend  significant  funds.  The  Port  had  firm 
purchase  commitments  at  June  30,  1993  for  approximately  $3,689,000  for 
capital  projects  and  $499,000  for  general  operations. 

Litigation: 

The  Port  is  a  defendant  in  various  lawsuits;  most  deal  with  personal 
injury  or  property  damage  resulting  from  accident  or  fire  and  are 
covered  by  insurance.  In  the  opinion  of  counsel  the  likelihood  of  an 
unfavorable  outcome  is  probable  in  some  of  the  suits  and,  accordingly, 
accrued  liabilities  include  the  aggregate  amount  of  deductibles  under 
applicable  insurance  policies.  However,  a  substantial  number  of  the 
lawsuits  are  in  the  discovery  stages  and  counsel  to  the  Port  cannot 
express  an  opinion  as  to  the  possible  outcome  of  such  litigation.  The 
ultimate  resolution  of  such  matters  is  not  expected  to  have  a  material 
effect  on  the  Port's  financial  position  or  results  of  operations. 

Contingencies ; 

Discretionary  Reserves: 

In  September  1992,  the  California  State  Legislature  amended  the 
Public  Resources  Code  (The  Code) ,  enabling  the  City  to  transfer 
discretionary  reserves  from  the  Port  to  the  City.  The  Code  defines 
discretionary  reserves  as  the  greater  of  (a)  25%  of  the  Port's  total 
current  assets  less  total  current  liabilities  ("working  capital") 
reported  in  the  most  recent  audited  financial  statements  made  public 
prior  to  June  30,  1992  and  each  year  thereafter,  or  (b)  $4  million. 
After  the  Port  certifies  the  amount  of  discretionary  reserves,  the 
City  has  the  option  of  transferring  any  or  all  of  such  reserves  on  or 
before  March  31,  1993  and  each  March  31  thereafter  until  the 
provision  is  repealed.  The  provision  will  remain  in  effect  only 
until  June  30,   1994  and  as  of  January  1,   1995  is  repealed. 

The  amount  available  for  transfer  before  March  31,  1994  would  be  25% 
of  working  capital  as  of  June  30,  1992,  or  approximately  $4.9 
million.  The  25%  of  working  capital  is  approximately  $4.3  million  as 
of  June  30,  1993.  This  amount  would  be  available  for  transfer  on  or 
before  January  1,  1995. 

During  fiscal  year  1993,  the  City  Board  of  Supervisors  approved  a  $1 
million  transfer  under  the  provision  of  the  Code.  Subsequently, 
based  on  an  opinion  from  the  City  Attorney  that  the  transfer  was 
unconstitutional,  the  Board  of  Supervisors  approved  the  return  of  the 
funds  to  the  Port.  The  $1  million  was  returned  in  June  1993  and  the 
City  has  made  no  further  requests  for  transfers  of  reserves  from  the 
Port. 
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NOTE  11   -  COMMITMENTS,   LITIGATION  AND  CONTINGENCIES      (Continued) : 

Contingencies     (Continued) : 
Grants : 

Certain  grants  that  the  Port  receives  are  subject  to  audit  and  final 
acceptance  by  the  granting  agency  based  upon  their  review  of  costs 
incurred . 

Concentration  of  Credit  Risk: 

The  Port  leases  facilities  (commercial  and  maritime)  to  businesses, 
substantially  all  of  which  are  located  in  San  Francisco.  The  trade 
accounts  receivable  relate  to  such  activities. 

Environmental : 

The  Port  has  been  ordered  by  the  California  Regional  Water  Quality 
Control  Board  to  close  certain  landfills  with  a  water  unimpregnable 
surface.  The  Port  estimates  the  cost  to  close  the  specified 
landfills  to  be  in  the  range  of  $8  to  $10  million. 

The  Port  has  signed  an  agreement  with  the  Bay  Conservation 
Development  Commission  concerning  a  certain  pier.  The  Port  has 
agreed  to  prepare  engineering  plans  to  develop  the  pier  as  a  park  and 
wetland  area.  In  addition,  the  Port  has  agreed  to  obtain  funding  for 
the  construction  from  internal  and/or  external  sources  by  June  1995. 


NOTE  12   -  EARTHQUAKE  DAMAGES: 

The  Port  suffered  damage  from  the  Loma  Prieta  earthquake  which 
occurred  October  17,  1989.  All  damaged  property  and  infrastructure  have  been 
identified.  The  Port  expects  to  repair  all  earthquake-related  damages,  which 
is  currently  estimated  to  total  $9,655,000.  As  of  June  30,  1993,  $3,253,000 
has  been  expended.  These  estimates  do  not  include  costs  relating  to  seismic 
upgrades,   retrofitting  or  other  improvements. 

The  Port  has  been  granted  $9,655,000  in  Federal  and  state  emergency 
assistance  of  which  $4,107,000  has  been  received  to  date.  The  Port  has 
recorded  a  receivable  in  the  amount  of  $5,408,000  which  represents  the 
remaining  amount  of  approved  Federal  and  state  assistance  which  the  Port 
intends  to  utilize  to  repair  and  replace  its  property  and  infrastructure,  less 
assistance  and  insurance  amounts  received  to  date. 

The  approved  Federal  and  state  emergency  assistance  will  expire 
October  17,  1993.  The  Port  has  recently  requested  extensions,  on  all  of  its 
repairs,  through  fiscal  year  ending  June  30,  1996.  The  Port  has  not  received 
confirmation  of  an  extension  to  date  but  believe  the  extensions  will  be 
granted. 
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